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RATIONALISATION OF INDUSTRY ! 
I 


A veERY remarkable change took place after the war in the 
expression of both public and economic opinion in respect of 
what may generally be described as the problem of industrial 
leadership. In the former period the growth of great concen- 
tration of control over production was regarded with distrust, 
and as a thing which had to be carefully watched in the interests 
of the community. While it was admitted that the old theory 
of competition was not working without disadvantages, it was 
believed that, all over, these were less than the disadvantages 
which might result from anything monopolistic. It was con- 
sidered that the anti-Trust legislation of the United States and 
other countries was a serious and wise attempt to deal with a 
public danger. The theory of business profit was connected with 
the fact that risk was paid for, and had therefore to be taken; 
that enterprise essentially involved this risk-taking function of 
the producer; that the best risk-takers would win in the com- 
petitive struggle, and that it was in the general interest that the 
worst should be eliminated. Because of Joint Stock, the units 
of enterprise became larger and more powerful, and this by itself 
tended to make competition more intense; so much so that it 
became usual to apply military terms to the relations of pro- 
ducers, to speak of ‘‘ the war of competition ” that was fought 
between the “‘ captains of industry.” But there was no settled 
opinion that, alongside of the growth of Joint Stock, there had 
not grown up conditions which qualified the risks of competition ; 
transport widened the market, there was a great organisation of 
market intelligence, big concerns knew more about each other, 
and in many ways they co-operated more fully than would have 
been possible if they had remained more numerous and less 
powerful. There was a recurrence before public Commissions 


1 Presidential Address to Section F of the British Association, Leeds, 1927. 
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and inquiries of all sorts, of the producers’ view that competition 
had become anarchic, chaotic, excessive, unregulated or destruc- 
tive. But this kind of complaint did not translate itself in all 
countries into the obvious methods of remedy by combination. 
It was always said that British producers remained comparatively 
individualistic in their attitude, meaning that they were uncon- 
vinced by the arguments used elsewhere. The American com- 
bination movement was often explained by the special effect 
which her high tariffs had in over-capitalising protected industries, 
and causing on that ground an excessive competition that need 
not have happened. Again, it could not be said that, given 
private enterprise and the risks it implied, there was such a 
tendency to bankruptcy as to show an irrational position. Over 
the period 1903 to 1912, for instance, the statistics of liquidations 
of Joint Stock Companies in England were on the average as 
follows : 


Capital involved 


Companies on Paid-up Capital New in liquidations 
the Register. (1,000’s). Companies. Liquidations. (1,000’s). 
40,101 1,862,107 5,028 1,860 64,531 


This was an average rate of liquidation of 43 per cent. of com- 
panies, involving 3 per cent. of the capital. It is not an un- 
qualified record of competitive results, because no country was 
without some extent of combination. But it is the record of 
prevalently competitive conditions, including those which obtained 
under partial forms of combination. 

Public and economic opinion had come by stages to tolerate, 
approve, and recommend labour combination. But the conditions 
are different, because an individual workman is not related to 
others, as one business concern is to its competitors. Labour is 
necessarily employed in groups. In any case, Trade Unions 
applied to only one factor of production, but combination of 
businesses applied to the whole product as it came on the market. 

Thus, on the whole, the combination movement was a 
“problem.” Books were written under such titles as ‘“‘ The 
Trust Problem,” “‘ Wealth against Commonwealth,” ‘‘ Frenzied 
Finance,” ‘‘ Trusts and the State,” ‘‘ The New Feudalism,” and 
so forth. To call a certain result a ‘‘ problem” does not mean 
that it must be stopped, but it implies doubt, refusing to certify 
the results as rational and inevitable. The United States in 
particular legislated to break up combines of a certain degree, 
and to impede their methods of working. 

1 These figures are, of course, not comparable with vital statistios. 
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II 


The post-war tendency is to change this attitude. The 
alteration in point of view is very remarkable. Anyone can see 
this who reads the documents submitted on the subject to the 
World Economic Conference... One writer confidently states 
that the right thing to do now is “ to form as many international 
agreements of producers as possible.” But these agreements 
usually presuppose national combines which are parties to them ; 
and if world economy requires the combine formed by agreement 
(the Cartel), then a fortiori of the national economy. 

This change of attitude has been urged both on public opinion 
and on producers under very high auspices. The Reports of the 
Reconstruction Committees on British Industries after the War 
are unanimous in asking for a change of the public attitude 
toward producers’ combinations. The Report of the Balfour 
Committee on Efficiency puts questions of combination in the 
forefront. It is not easy to appreciate this without considering 
the future to which such an impulse may lead, in respect of 
our attitude toward organisation. There are three large con- 
ceptions that are related to each other—competition, combination, 
and public administration. A change equal to that which has 
taken place in reference to the first two of these would carry us 
far from the second toward the third. Public industrial adminis- 
tration, in its broad features, is as much, but no more, distrusted 
now by prevalent opinion than the Trust Movement used to be. 
It is well to keep this in mind in dealing with the recent evolution 
of opinion. 

The change is due to a few separate causes. The war enforced 
a good deal of co-operation, since the Government had to deal 
with producers as a group in their industries. In some industries 
it led to constructions which the market could not afterwards 
carry at their capacity, and combination is a method of regulating 
excess of capacity. In some cases Governments have, because 
of special national interests, been a party to the formation of 
large combines. All this influences opinion. But most important 
of all, as the Geneva documents show, has been the reaction upon 
national ideas of the international industrial proposals. The 
formation of the International Steel Agreement was a powerful 
influence in this direction. There were two special reasons for 
this—its semi-official support by the political governments 
involved, and, above all, the fact that it could be presented as a 


form of pacification between Germany and some of her former 
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enemies, especially France. If this could be done once, it could 
be done again. There had formerly been international agree- 
ments, it is true, but they were not so sure of their welcome 
as they might be after all that was written of the Steel Cartel. 
Their claims became more confident, and this meant that com- 
bines within each country were also placed in a more favourable 
position than before. 

The leadership came from Germany, and for that reason we 
have now the ponderous name of “ rationalisation ”’ to describe 
methods which depend upon this policy. This word may be used 
of such results of large-scale production as standardisation, and 
it is also used of the more broadly applied system of scientific 
management. This paper is not concerned with these aspects 
of the idea. It is obvious that internal business administration 
should be scientific, and it is entirely for the heads of businesses 
to discover the right technical methods; the “ planning” of 
work seems to an outsider to be something which ought always 
to happen, and it is remarkable that this general conception 
should still be taken as noteworthy. Standardisation of final 
products seems, from the public point of view, less completely 
rational than simplification of processes. But, from such bases, 
* rationalisation ”’ has been built up so as to imply the right 
organisation of an industry considered as a type of government, 
the producers being so related as to enable such policies to be 
applied as works specialisation, non-destructive elimination of 
the weak, and the control over the entrance of new establish- 
ments. Now this in turn implies some degree of monopolistic 
control. And it appears to be historically the case that, when 
the leaders of German industry found themselves, after the war 
and the Treaty of Versailles, in conditions confused by inflation 
and the loss of the sources of supply in the Rhine Provinces, 
they sought to justify the great combines which were formed 
by a title which would give them the strongest commendation. 
Pre-war Germany did not like Trusts or Concerns. For a time, 
at least, strong personal leadership seemed necessary after the 
war. And the conception of “rationalisation”? which was 
adopted and urged, as the highest form of what was scientific 
in business management, had a successful flotation, and has 
crept into the terminology of organisation of industries. 

The World Economic Conference did not give to these claims 
the endorsement which they hoped to obtain. We get only the 
conclusion that combines may be good or bad according to the 
motives and outlook of those who direct them. This means 
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that, as economists, we have to return, without any prejudice 
from names and titles, to the study of a stage of evolution, taken 
as actual. The change in public opinion must no doubt also be 
taken as a fact. But this is a thing which may at one time 
swing toward the producer, at another toward the consumer, 
according to the conditions of the economic conjuncture. At 
present the difficulties of the producer are more prominent than 
usual. On the other hand, in the immediate post-war boom, 
we had the Committee on Trusts, the Profiteering Act and its 
Committees, and a different attitude toward what had not yet 
come to be called rationalisation. From any long point of view, 
a perplexing problem is offered, because if on the one hand it is 
held that industrial joint-stock competition is becoming irrational 
in intensity, and will be destructive of itself as one industry 
after another reaches an advanced stage of capitalist organisation, 
on the other hand monopolist tendency is also unstable in face 
of public criticism. Hence some dread, and others hope for, 
more attention to the third method, that of public control, 
applied at any rate in some large instances. 


III 


But it is still possible that, besides the insecurities and 
instabilities of competition and the dangers of monopolist 
influence, there may be another idea according to which private 
enterprise may work out its future. This is the idea of leader- 
ship. It was the view of the Balfour Committee that, if industry 
was to be adequately responsive to changing conditions, and was 
to develop co-operation amid competition, it would specially 
need “ the exercise of the highest qualities of imaginative leader- 
ship.” If we compare industry with the other great systems of 
administration—political, military, and ecclesiastical—it is evident 
that the latter exist as systems because leadership has a definite 
place within them. They are organised under this form. In 
industry the fact is tending to obtain more consideration, but the 
question is of its formal recognition and status. Policy means 
leadership, and leadership means control; to control anything 
well, it is necessary to control a large part of it; and industry 
is so far from being, as regards conceptions of organisation, 
in pari materia with other organised forms of activity, that 
definite leadership has to overcome objections of a quite unique 
kind. This is because of a fundamental difference between 
industry and the public services, in respect of their immediate 
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aims, and of their relation to the idea of responsibility. It will 
later be seen how this affects arguments relating to industrial 
control, and to the creation within industry of any sort of em- 
ployees’ franchise—an idea brought over from politics, on the 
implied assumption that politics is the type of democratic and 
responsible control. Meanwhile it is necessary to show how 
evolution has created the leadership in industry which seeks to 
confirm its position by combination, but whose “ sanctions ”’ 
create the industrial problem referred to above. 

An analysis was made of the data furnished to the manu- 
facturing Census of the United States in 1919, which showed 
that, even in that country of large enterprises, the home of the 
Trusts, most businesses still operate single establishments. 
Grouping of establishments under one control, extending from 
groups of two to groups of over a hundred establishments, 
accounted for only about 7} per cent. of all the establishments 
operating. The large groups which make possible a strong 
personal leadership in industry must therefore still account for 
a small percentage of all the producers. The persistence of 
the producer of small or moderate size is still a marked feature 
of modern industrial organisation. The following analysis of 
the facts may be taken as a basis of the present position. It 
refers to manufacturing industry, exclusive of what are called 
“hand and neighbourhood (or local)’ industries, such as the 
village blacksmith. No establishment is included which did not 
have a product worth 5,000 dollars in a year. The basis of this 
comparison from 1909 to 1923 is the number of persons employed 
per establishment. 























Establishments Wage-earners - Heeb 
Wage-earners per cent per cent — 
er : ‘ (1,000’s). 
ee 

1923.| 1914. | 1909. | 1923.] 1914.] 1909. | 1923. } 1909. 
0-5 44-6 | 42-7 39-8 2-5 2-7 4:7 | 87-5 | 68-9 
6-20 27:8 | 30-5 32-9 6-9 8-7 9:7 | 54:6 | 56-9 
21-100 19-1 19:1 19-9 19-3 | 22-2 | 23-4 | 37-6 | 34-5 
101-500 7-1 6-6 6-4 33:0 | 34:7 | 34:2 | 13-9 | 11-0 
501-1000 0-9 0-73 0-69 | 14-1 13-5 | 12-7 1-8 1-2 
1000 and over 0-5 0-34 0:29 | 24:2 | 18-2 | 15-3 1:0 0-5 
196-3 | 173-0 


























In this distribution the number of the smallest establishments 
in 1923 is inflated by the change in prices, which would bring 
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within the range of the Census a large number which would 
otherwise have been below the 5,000-dollar limit. Allowing for 
this, the persistence of establishments of moderate size is notable. 

The average size of establishment in that country, when 
allowance is made for changes in classification, has increased 
since 1899 as follows : 

















Wage-earners per Establishment. 
Establishments. 
1899. | 1914. | 1923. 
All ; . F ‘ P é 22-7 25-5 _— 
Over 5,000-dollar product ; é — 38-6 44-7 
Index F : : ; 100 112-3 | 130-3 








the figure for 1923 being, in view of the classification and of 
prices, too small. 

When account is taken of contribution to the national product, 
the data for 1923 show the following result (subject to gross 
product being a comparative index of net product) : 








Value of Product Establishments Wage-earners Product 

(1,000 dollars). per cent. per cent. per cent. 
5-20 31-6 2-2 1-1 
20-100 36-9 8-2 5-7 
100-500 21-4 19-6 15-7 
500-1000 4-9 12-9 11-1 
Over 1000 5-2 57-1 66-4 














This last table shows in the most striking way the degree of 
leadership which has been obtained by the small number of large 
establishments. And so far as it is large establishments which 
enter into combinations, their influence over policy and prices 
is increased. 

More detailed examination of particular industries shows that 
it is not only in the great industries that this result holds good. 
No relation exists between size of industry, expressed in persons 
employed, and scale of production, or concentration of power. 
Some quite small industries stand high on the list by both these 
tests. 

Germany is more typical of older countries where family 
businesses have played a larger part than in America. In 
Germany, also, the Cartel system was, until the war, the usual 
way of obtaining control, and it tended, as compared with the 
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Trusts, to maintain the smaller establishments. The following 
gives a pre-war comparison, from which the very small estab- 
lishments are eliminated : 











Per cent. of Per cent. of 
eo ee Establishments. Employees. 
employing 
U.S.A. Germany. U.S.A. Germany. 

1914. 1907. 1914. 1907. 
6-50 75-5 87-1 20-0 35-2 
51-100 10:8 6-7 11-8 15-4 
101-500 11-4 5-6 35-7 32-8 
500+ 2-0 0-6 32-5 16-6 

















For France, the general form of the table at the Census of 
1921 is similar. As regards this country, the only data available 
are those of the capitalisation of Joint Stock Companies. Over 
the period 1919 to 1925, of all companies registered, only 2-6 per 
cent. had a capitalisation of over £200,000, while more than 
67 per cent. were capitalised below £10,000. 

In the conditions which these results show, the largest pro- 
ducers inevitably feel themselves drawn together in order to 
create an administration for their industry. Evolution has given 
them a possible leadership which they desire to confirm. The 
large fringe of smaller producers is felt to be an obstacle to this 
purpose. The position of the large producers gives them an 
oversight over the market the confirmation of which means the 
organisation of the industry against inroads and uncertainties, 
overlap and weak selling, and it is this further organisation 
which is presented as industrial rationalisation. Hence the 
terminology which is applied to the excesses, or destructiveness, 
or anarchy of modern industrial competition. As a matter of 
industrial psychology, the desire to be at the head of wide- 
reaching organisations may have just the same motives as the 
desire for control in other spheres. It comes up against the 
same problem of exceptions which political, military or ecclesi- 
astical organisation wishes to incorporate in a system. It may 
indeed be said that, upon the possibility of creating in industry, 
and reconciling with public opinion, spheres of influence which 
will make industrial leadership as attractive as political or any 
other form of leadership, depends the supply to industry of the 
highest organising ability. There are recent cases in which, when 
such a sphere in industry was open, it has been preferred to 
political office. As compared with the services just mentioned, 
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industry had, however, to evolve into a condition of large and 
influential units of enterprise, in order that any further step 
might appear possible. The data quoted above show how this 
position has been reached. 


IV 


In the problem of industrial organisation there is involved an 
element which does not belong to the other great types of 
organisation. In the latter, the desire for efficient unity of 
control, strengthened by personal aspirations for great influence 
and authority, is not complicated by the special industrial fact 
that the resources involved are personal and subject to the risk 
of loss. It is in all the cases regarded as of national importance 
that resources should not be wasted or lost, and the desire for 
rationalisation appeals to this conception of general economy, 
but industry is unlike other administrations as regards the origin 
of resources and the incidence of liability. It is necessary, 
therefore, to consider to what extent the evolution just described 
affects this liability, as distinct from the pure impulse to higher 
organisation; that is to say, what is the place of mitigation of 
risk, as compared with that of leadership itself, in the movement 
for combination. 

Leadership may be got either by fighting it out, the “‘ method 
of bankruptcy,’ or by some method of absorption in one organ- 
isation. It is one of the claims of the combination method that, 
whether by Trusts or Cartels, the latter is adopted, so that the 
fringe of smaller businesses is more humanely or rationally dealt 
with than under the former method. On the other hand, the 
maintenance of over-investment in this way is often the basis 
of criticism of modern combines, because somehow it must be a 
charge on the community through prices, so that it is asserted 
that it is not the rational way of creating system. 

And on the other hand, leadership may be maintained by 
steps taken to prevent or impede the entrance of new enterprises 
into the field. Development is desired from within, as far as 
possible through the discretion of one governing body. It is 
held that this also is the rational procedure, by which industries 
will become systems of administration, and, as will be shown 
later, impediments on independent new enterprises have some- 
times been imposed with legal authority. 

It is Joint Stock which has made possible the evolution of 
great enterprises, «nd which has also made them powerful 
competitors, so that, it is said, an ever intenser incidence of 
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risk is a fundamental cause of the combination method. But 
Joint Stock has also itself modified the risk element. 

As long as an industry was in the hands of a large number of 
producers who were individual in the sense of finding their own 
capital, the competitive struggle, which destroyed a business, 
ruined individuals. There are modern instances of interference 
with this competitive result for this very reason, when an industry 
was still of that grade; for example, the remarkable scheme devised 
for the Greek currant trade, and known as the ‘ Retention.”’ 
As the ruin of individual small cultivators would otherwise have 
been the result, the Government organised a system of main- 
tenance. But when the units of enterprise are Joint Stock 
Companies, liquidation does not imply ruin in the same way, 
because Joint Stock brought with it the method of distributed 
investment. In the case of failure, some people lose part of 
their capital; perhaps because some other investment of their 
own has been unusually successful. The ramifications of interests 
can now become very great, and the question, what method of 
creating industrial control is most rational, has to take account 
of this, in conjunction with the fact that profit involves a risk 
premium, and that these are the understood conditions of 
investment. By the fact of distribution of investment, the 
industrial risks of capital are to be contrasted with those of 
labour, since wage-earners as a rule can work for only one 
business at a time. 

The same considerations apply to the entrance of new com- 
petition. Enterprises entering the field are not now individuals 
staking everything on little-known chances, but may be directed 
by and largely composed of individuals who are in that same 
field already, and who know a good deal of its conditions. 

In a second degree, these modifications of personal risk appear, 
through the practice, also rendered possible by Joint Stock, of 
company investment. While the individual may distribute his 
direct investment, his risks are spread again by the system of 
mutual company holdings, a company in which he invests having 
done this further spreading for him. 

While, therefore, the Direction of an independent business 
does and must consider its shareholders as if they had no other 
investment interests, the intensity of risk in its final incidence is 
not fully represented by Directors’ statements. What applies 
to shareholders, also applies to Directors as such. The “ spread ”’ 
of Directors’ interests is a very remarkable fact. 

As distinct, therefore, from the pure desire to rationalise, 
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that is, to organise industry in a systematic way under some 
kind of unified control, it is not easy to assign its right place 
to the “revulsion against risk,’ on which also the desire for 
combination has rested its case. 

It is always necessary to distinguish between risks which a 
combination may have been formed to overcome, and such as it 
may have created by its own policy. In many notable cases 
the alleged struggle against competitive risks was not so much 
“ rationalising ” as ‘“ de-unrationalising.”” The combine created 
conditions favourable to the new competition which had then 
to be humanely or “ rationally ” dealt with. 


V 


The foregoing considerations show that there is something to 
be said for capitalist evolution in the alleviation of risks; so that 
we cannot easily separate the risk element from the simple 
purpose of leadership and wide control. This desire for more 
extensive control is a feature merely of active enterprise and 
ambition; it has counterparts outside of industry. But as 
distinguished from, for instance, the tendency of public Depart- 
ments to expand when they can, the mixture of risk with ambition 
is a special industrial fact. 

The same is true, in a less degree, when the risks in question 
arise out of bargaining, not out of competition. Great industrial 
influence may be gained by the control of enterprises on different 
levels of production, which were not, therefore, formerly com- 
petitive. This comes into being as the last stage of the bargaining 
process, which is made closer by long contracts, exclusive con- 
tracts, and agreements for exclusive trade. Finally, the bar- 
gainers combine. There is something to be said historically 
for the view that such combinations have been formed defensively, 
if it is thought that horizontal combination on one level is exact- 
ing too high a price from producers on another level. Thus 
horizontal combination leads to vertical, and the former becomes 
split by the engagements of its members to deliver their supplies, 
not to the market, but exclusively to some further producers. 
The latter do not get their supplies by this method “ at cost,” 
but they get them free of the special combination profits on the 
earlier products. Thus a steel-works may buy up a coal mine 
in order not to pay the profits of a coal combine. These are 
incidents of industrial friction. But the permanent or rational 
aspects of this policy are again not purely industrial; they are 
more generally administrative, while having this industrial 
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application. It is natural for any great administration to 
consider the continuity of its relations with anv supply on which 
it depends. Thus when a public Department takes over the 
service of education, it does not rely on the market to find a supply 
of teachers properly adapted to its requirements; it sets about 
securing them by its own arrangements. Analogies can be 
drawn also from ecclesiastical and military administrations. It 
is, in fact, difficult in many cases to say what is a single process, 
and how far unity of supervision must extend. Apart, therefore, 
from temporary or accidental causes, many administrations have 
to extend backwards or forwards from their main purpose, and 
in industry this is called vertical integration. In some industries 
the technical advantages are more obvious than in others; they 
appear to be greatest in the iron and steel trade. But broad 
considerations of administrative supervision may lead to its 
application in any case. 

This form of combination, like the former one, may be under- 
taken for the simple purpose of leadership. But it creates this 
position only when the main administration is itself already so 
large as to give that position; and it does not by itself create 
monopolistic influence. When it is mixed with a large degree 
of horizontal control, it approximates to the third great type of 
aggregated interests—the Concern. 


VI 


Industry cannot be looked at only as a type of government 
because of its special relation to risks; but some of its modern 
developments are to be explained in large measure by reference 
to administrative ideas not peculiar to industry, and especially 
to the motive for extended leadership and influence. When we 
consider the ‘‘ Concerns,’’ we come to the case where technical 
economic reasons are least easy to assign. These have not the 
definite continuity of the other forms of control. They are of 
the nature of industrial aggregates or blocks. The interests 
which are thus grouped come within the control of one or a few 
single personalities who, because of the diversified nature of 
their influence, are rather magnates than leaders. Thus in the 
period of the German concerns we had the Stinnes, Thyssen, 
Kloeckner, Haniel and Stumm groups; and if, for instance, we 
examine the Stinnes group, we find that it includes iron and 
steel, special steel products, coal, electrical products, ship- 
building, shipping, chemicals, cables, aluminium, copper, auto- 
mobiles, mineral oil, margarine, newspapers, fisheries and hotels, 
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and this is not a complete list. These interests are obtained 
largely by the method of holdings of shares, and the interests of 
one group may, within the same large enterprise, touch those of 
another, the ramifications being so numerous that it becomes 
difficult to say where one set of interests begins and another 
ends. The Concerns appeared in Germany in a time of great 
unsettlement, and their explanation—the sudden limitation of 
her resourcesvy the Treaty, and the struggle to control what was 
left—is nota reason going back to economic considerations to 
the same degree as in the case of the other types. They do not 
appear to contribute to the solution of an economic problem, or 
to create a force of leadership for any permanent purpose of 
direction, and they cut across the lines of economic grouping. 
The Stinnes Concern broke down by complexity, and it appears 
that the remainder are being shaken ovt into parts which will 
adhere to one or other of the main lines of economic grouping 
and control. But grouping of this kind, on a lesser scale, is likely 
to continue, since it represents partly a type of ambition which 
is satisfied by variety of industrial interests, and partly the 
fundamental similarity of industrial finance, whatever kind of 
thing it is that is financed. It appears, from an official return, 
that 65 per cent. of the capital of companies in Germany in 1926 
was still in Concerns. 


Vil 


If we look at the picture which is being drawn by these forms 
of grouping taken together, it is something of this nature. On 
different levels, combination takes place by agreements or con- 
solidations, that is, Trusts or Cartels in the usual sense. Though 
the aim of Cartels is to prevent the elimination by failure of 
smaller or weaker producers, in fact they tend to create con- 
solidations, because they allow stronger members to buy up 
weaker ones, and thus to obtain their share of the allotted output. 
As Cartellisation extends, on each level there come to be pre- 
dominant interests and decided leadership. But cutting vertically 
across this are the combinations which terminate on a product 
in the higher stages, these combinations having considerable 
shares in the output of lower products in a succession of stages. 
Of these lower products they use what they require for their 
own finishing processes, and put the rest on the market at Cartel 
prices. A strong vertical combination may have leading influence 
as regards both its final and its lower products. And dispersed 
in a less systematic way over the whole field are the holdings 
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which any large business has obtained in enterprises not closely 
related to any main purpose. All these interconnections, made 
possible by the flexibility of the Joint Stock system, and dis- 
turbing to the theory of economic competition and prices, suggest 
a few broad conclusions. 

First, the capacity of either management or direction is more 
difficult to limit than that of technical industrial equipment. 
How broad, or deep, an area of enterprise can be singly managed 
is a question to which all this development is the only answer. 
And a fortiori of Direction. Examination of our own “ Directory 
of Directors” shows how widely this consultative responsibility 
can be extended, before reaching the limit of its capacity. One 
prominent personality has thirty-two directorships, thirteen of 
which are Chairman’s positions, and three managing director- 
ships; some of the enterprises involved are among the largest 
of their kind; the range covers coal, railways, telegraphs, tea, 
asbestos, assurance, shipping, banking, general merchandise, 
canals. There are many cases where over a dozen of such 
important positions are singly held. These great extensions of 
control are to be related to the impulse to use the powers of 
management and direction at full capacity. On the other hand, 
a public Department, with much greater routine, is supposed to 
be one man’s job. 

Second, the authority of business leaders will increase with the 
magnitude of their engagements. An example of this was the 
hurried endorsement of the proposals for international agree- 
ments between large interests, on the repeated plea that we 
must not be “‘ afraid of big business.” This became, with marked 
rapidity, the right thing to say, and almost official sanction was 
given to recent conferences of business leaders simply because 
the interests represented, and the plans considered, were on the 
largest scale. Authority is always apt to be its own sanction, 
and in this case it claims that a measure of monopolistic power 
may be essential to a scheme of rationalisation. Industry being 
a field of more special knowledge than politics, the difficulty is 
greater of applying criticism to leadership; that leadership itself 
is more concerned with working out the administrative methods 
of higher control than with the question of its democratic 
position. ‘‘I do not consider,” said one of the organisers of 
international industrial agreements, “‘ whether I may make these 
agreements; I go on and make them.” The relation of the 
community to this authority appears in the end to be determined 
by the expectation that scale of responsibility, and the labour of 
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organisation required for these great industrial structures, will 
tend to make leadership, in the words of the Balfour Committee, 
“imaginative,” and therefore considerate. It was in this expecta- 
tion that the recent Committee on Selling Agencies in the coal 
trade reconciled the dilemma that what was necessary for high 
organisation would create the possibility of monopoly. And so 
Liefmann says: ‘“‘ When one considers what efforts have been 
made in many industries to obtain combination, to find its most 
purposeful form, to bring in the outsiders, to settle the differences ; 
when he sees what time and trouble are applied, how many 
conferences held and rules drafted; and when he considers the 
earlier conditions where such common negotiation, making the 
inner details of management a matter of conference and publicity, 
would have been impossible, then he sees how the whole economic 
structure has changed, and how much the Cartels have revolu- 
tionised the whole basis of management and enterprise.” “The 
sense of interdependence becomes stronger than the thought of 
economic opposition.” +1 This defines the difference between 
magnates and leaders, and the rationalisation of authority. 

Third, there will be the fact of mere complexity, whether 
modified or not by publicity. Industrial government permits 
of this in a degree not reached in the other great fields of adminis- 
tration, political, religious and military. Its extent is shown, 
for instance, in the recent official German analysis of the cross- 
relations obtaining within and between the Trusts, Concerns, 
and Cartelled enterprises.2, This maze of interconnections may 
become itself a matter of distrust and prejudice from the side of 
the community, especially but not exclusively in its inter- 
national aspects. This prejudice showed itself at the outbreak 
of war in a well-known case, described as an “‘ octopus ”’ of private 
interests; or in the name, a “ King of rats,” applied to a control 
which has indefinitely extended underground accesses in all 
directions. Even if industrial finance is flexible enough not to 
feel anything unmanageable in this, the community, on occasions 
when such complexities are made public, is alarmed and dis- 
turbed, as if a march were being stolen on its market alternative, 
or Joint Stock practice going beyond the spirit of the law. Sheer 
complexity of relationships might be one of the influences moving 
opinion as far beyond the sanction of private combination as 
it has recently moved toward it. Democracy likes at any rate 
to think that it understands how it is governed. 


1 Kartelle und Trusts, 1924 Ed., p. 33. 
2 Hinzelschriften zur Statistik des Deutschen Reichs: Nr. 1, 1927. 
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With the growth of industrial leadership a change takes place 
in the relation of price determination to the dynamics of pro- 
duction. The change is one of emphasis, that is to say, of the 
degree to which prices are approximated to a cost of production. 
Under a strictly competitive economy, there are producers who 
are just able to come through the fluctuations of prices with an 
ordinary rate of profit, and these producers are in that sense 
marginal, There is an amount of production, not always in the 
hands of the same producers, which is extra-marginal, and of 
course another amount which is intra-marginal. The general 
conditions of supply and demand determine the price level about 
which the fluctuations take place, and therefore determine which 
producers are marginal. The extent to which extra-marginal, or 
high-cost, producers influence price depends on trade practice ; 
it is less, the more production is ‘ to order,’”’ and they can keep 
their position only by working at lower than ordinary profit. In 
other words, prices are not usually determined by the costs of 
the highest-cost product, but the profit on that product is deter- 
mined by the range through which prices have fluctuated over a 
period; and high-cost product has constantly to move to a 
lower-cost position, or go out of the market. The competitive 
equilibrium was not easy to define, but it depended chiefly on 
the output, and the elasticity of the output, of intra-marginal 
producers. It may be said generally that business administration 
was exercised on the problem of costs in relation to prices, which 
were the ruling fact, and which decided how much of the capacity 
of output was within, on, or over the lines of profitable production. 
It was always a mistake to argue, under these conditions, that 
there was a body of marginal producers who determined the 
price. So far as any producers did this, it was the largest, who 
were probably intra-marginal. All producers were, however, 
affected by the knowledge that, though expansions of their 
own output were possible and would be profitable if prices were 
affected by that alone, other producers would be competitively 
induced to do likewise, and so output was controlled by a sense 
of the market, which is a difficult thing to relate exactly to 
prices. 

It is an aspect of “rationalised ”’ industry, on the other 
hand, that the price can be more properly regarded as the instru- 
ment of an industrial administration. It separates itself some- 
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what from relation to any particular cost, and takes priority 
over the output, the latter being adjusted so as to render a 
certain price policy possible. The leaders of a great combine 
act under the conception of an industrial development which is 
frequently defined as the adaptation of the whole output to the 
possibility of certain prices.1_ This is seen in the details of the 
price policy of Cartels, where a margin exists between base 


“e 


prices and the “ accounting” prices at which the output is 
taken over from the members; and also in the use of ‘“‘ guiding ” 
prices in other cases. Even the “ base” price, which was sup- 
posed to be related to a cost of production, has now been omitted 
from the contract of the Rhine-Westphalia Coal Syndicate. This 
instrumental use of prices is the result of the greater supervision 
which has been made possible by combination, and it causes 
the management to resemble an administration in which the 
methods of development are more capable of a general decision. 
If one looks at such great combines as exist in the tobacco or 
chemical industries, with their high degree of internal organisa- 
tion and their external agreements, the management of the 
price will be a compromise between the interests of consumers, 
those of the shareholders, the provision of reserves for develop- 
ment, and contingencies. An assignable cost of production is 
less easy to set off against that price. In a sense, this means 
monopolistic influence; but monopolistic policy would be some- 
thing else, the administrative idea of price policy being worked 
with a larger factor of compromise. It may be described 
as the “Safety first” policy in industry. The defence of 
‘rationalisation’ is just this difference between administrative 
and monopolistic prices, or at least the claim that there is such a 
difference. 

To borrow the term which most usually describes it, this may 
be called the principle of Anpassung. It is planmédssig, and 
different in its conception of the enterpriser’s function from that 
more risk-taking pursuit of the consumer which trusts to new 
uses, substitution, and the future compensation for falling prices. 
It does not bank much on the long run, or the elasticity of demand. 
A workable price level being obtained, a tight rein is held over the 
pressure of output against it, and the price is “ managed ”’ so as 
to give only gradually to this pressure. Price stability so obtained 


1 “Die Preise auf einem gewissem Niveau zu halten, diesem Niveau die 
Produktionsgrosse anzupassen ”’ (Saitzew). ‘‘ Uber die Preisbildung hinaus gibt 
das Kartell den Unternehmern Gelegenheit, die gesamte Absatzorganisation der 
Gewerbe zu regeln ” (Liefmann). 
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is taken as the index of industrial stability.1_ The level depends on 
the amount of administrative freedom which the combined 
producers have, and on the size of their coefficient of compromise. 
Thus parts of the ‘‘ contract curve,” between average cost and 
monopoly price, correspond to positions of highest cost, 
“‘ dividend ”’ prices (either when inflated capitalisation is to be 
made rentable, or when the industry accepts for itself an 
exceptional standard), prices oriented by effective new com- 
petition (i.e. by the breaking point of exclusive contracts), and 
prices oriented by the point of ‘‘ own-production”’ by large 
buyers. Given the factors of an established position—the Macht- 
frage of the combines—and of compromise, the purpose is to 
assimilate the industry to an administration. 

The administrative use of prices may also extend beyond the 
consideration of what will maintain and develop productive 
capacity in a particular industry. It has been claimed that 
strongly led combines may adjust their prices so as to assist 
the stability of industrial development as a whole. Thus a 
combine might, on a rising market, so advance its prices as to 
render expansion more difficult, and therefore so as to damp 
down that expansion. There are very few cases in which it 
can be said that industrial combines have applied this idea. 
Indeed it is significant that it is always the same case that is 
quoted, and one that happened twenty-five years ago. It has 
been considered that this policy is applicable mainly from the 
side of the banks, which, it is suggested, should move the price 
of loans quickly and strongly enough to deter speculative infla- 
tions of business and reduce fluctuations. To keep other things 
more steady than they might otherwise have been, one thing, 
the price of money, would thus be less steady than otherwise. 
This policy is not inapplicable to industries which are as funda- 
mental as banking—for instance, to the coal industry, on whose 
supplies expansion depends as vitally. It is, however, unlikely 
that any industry will have the same degree of combination for 
this purpose which the great banks have; and the relation of 
such a policy to their own costs is more complicated than it is 
in the case of money. Where price administration has been 
applied for this purpose, it has been in the form of price-stability, 
as in the case of the German Coal Cartel. It is natural that this 
simple method should be applied, and anyone can fix a price, 


1 Cf. Wiedenfeld, Gewerbepolitik, p. 146, and the B.E.A.M.A. Report on T'rusts 
and Combines in the Electrical Industry, p. 21, for typical and almost identical 
statements. 











1927] RATIONALISATION OF INDUSTRY 539 


especially near the top of a boom, as was done in that case. It 
is, however, price adjustment that is required, a more difficult 
proceeding, and not expectable in respect of industrial adminis- 
trations beyond the necessities of their own internal stability. 


“IX 

The idea of a rational administration, in its relation to the 
‘*‘ competitive war”’ and to the monopoly “ problem,” may be 
otherwise illustrated. Liefmann, a great defender of rational- 
isation by Cartels, states that ‘‘a Cartel without monopolist 
purpose is nothing at all.” It is to him a matter of definition 
that some common administration is to be possible. This is 
the reaction which he describes from the overdone system of 
individualism, in which the consumer was fertius gaudens at a 
concealed social cost. But it will be remembered that Cournot 
derived the competitive position from that of monopoly, by 
multiplying the monopolists. Historically, as well as analytically, 
it is conceivable that we might have worked downwards from 
monopolies, instead of upwards from competition, in order to 
obtain the position now called rational administration. We 
might equally explain the facts on the ground that the monopoly 
motive is fundamental, and that it expresses itself wherever or 
so far as competition does not impede it; or on the ground 
that competition is fundamental, and always tends to break 
down or circumvent monopolist tendencies. From the former 
point of view, the more competition is unrestricted the less is the 
influence of organisation’; working down from monopoly, as a 
unified organisation, competition appears as the limiting case, 
when all the parts fly apart and act independently. The latter 
standpoint gives monopoly as the limiting case, and therefore 
monopolistic tendency as a description of less complete organisa- 
tion. The conditions now sought for under the name of rational 
control are between these limits of pre-assumption, and may 
therefore be regarded as a departure from whichever end of the 
scale is pre-assumed as “ natural,” in the direction of the other 
“extreme.” Those whose ideal is the completest regulation of 
an industry as a whole regard, therefore, the looser structure of 
the Cartel as not so completely rational as the Trust, as a lower 
organisation ; while *he still persistent preference for competitive 
conditions regards the Trust as monopoly and the Cartel as 
monopolist tendency. Comparing the method of Cournot with 


that of Ricardo, the “ letting down” of organisation with the 
002 
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“ building up” of monopoly, the idea of ‘ dissolution”’ with 
that of “‘ restriction,”’ we see ‘‘ rationalisation ”’ as the endeavour 
to find the range between these limiting concepts of purposive 
leadership or industrial administration. Otherwise stated, there 
are restrictions on organisation as well as on production. Dis- 
missal of the rationalising argument on the ground that it is 
“another word for restriction’? means that we are arguing 
under one of the pre-assumptions that which has historically 
had precedence since Adam Smith. The farther from Scylla, 
the nearer to Charybdis, and vice versa. The middle way is open 
to both dangers, and to the fears of those who have become 
specialists in rock or whirlpool navigation. 


x 

Reference may be made here to two recent contributions to 
the problem of extension of control, which in different ways 
place it in relation to the pre-assumption of independent com- 
petitive working. 

It has been shown by Dr. Thorp ! that there is a great variety 
in methods of industrial grouping, and that the ‘‘ power com- 
bines’”’ indicate only the last stages of measures taken in a 
smaller degree to strengthen independent positions. He shows 
that most businesses are operated by a single establishment, 
only 7-4 per cent. of all establishments being in ‘ groups,” 
though this means a very much larger proportion of the output. 
Besides those groups which he calls uniform, in which the grouped 
establishments are of the same kind, and are ‘ horizontal,” and 
the vertical groups to which reference has been made above, 
he finds that producers defend themselves, on a small scale as 
well as on a large, by other forms of extension of control. There 
is grouping of convergent processes, when the same business 
makes complementary or auxiliary products—what may be called 
“lateral integration ”’—so avoiding the risk that one product 
may be affected on the market by misfit to products used in 
connection with it; e.g. bedsteads and mattresses may be grouped 
for production. And there is divergent grouping when different 
products are made under one direction, because of a fundamental 
common material or process; e.g. because of common process, 
wire and hempen ropes are sometimes produced together. These 
four types of grouping show themselves in most cases on a small 
scale, and are the origins of what, in the largest cases, is called 


1 The Integration of Industrial Operation (Washington, 1924). 
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- 


the “‘ rationalisation ’ 


movement. In over 60 per cent. of all 
the groups examined there were not more than two establish- 
ments; in 4:5 per cent. of groups there were more than ten. 
The ‘‘ span” of these groups—the extreme distance between 
their establishments in the same country—may also be an indica- 
tion of the Machtfrage involved; it was over five hundred miles 
in 17 per cent. of all the groups. Thus the desire for extended 
control arises out of small cases, as a “ rational’? device on 
various grounds, though its theory and title have been examined 
only in its largest extensions.1 
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An attempt has been made by Dr. saitzew, of Zurich, to place 
the ‘‘ rational’ development in a true perspective as regards 
both motive and structure, in a recent paper.? He uses the 
method of co-ordinates, placing along three axes points defining 
differences of motive, instrument, and direction, of grouping. Thus 
the motive may be pure monopoly, or rational control, or avoid- 
ance of risk, or secret influence; the instrument may be contract, 
fusion or holding company; the direction may be vertical, 
horizontal or a mixture of these. It is thus possible to place 


1 V. Operating Combinations in Canadian Industry, by V. W. Bladen, in the 
American Economic Review for September 1927, for an amplification of Dr. 
Thorp’s monograph. 

2 Horizontal und Vertikal im Wandel der letzten Jahrzehnte (Jena, 1927). 
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in relation to each other the chief types of structure, and to 
classify on lines different from those of Dr. Thorp. Part of 
this classification is shown in the diagram, the instruments of 
Contract, Fusion and Holdings being placed on the X-axis; the 
directions Horizontal or Vertical on the Z-axis; and the motives, 
Monopoly, Rationalisation, Avoidance of Risk, Secrecy and so 
forth, on the Y-axis. On the monopoly level of motive there 
are Trusts (T, and T,) and Cartels (CA); on that of rationalisa- 
tion there are the “ organised association ” (Arbeitsgemeinschaft, 
AG), the ‘“ great undertaking ” (GU), and one type of Concern 
(CO,). It is an exercise in ingenuity to fill in other types. The 
combination HC, H, RI gives the Investment Trust (IT); the 
secrecy motive S yields one of the ‘‘ Kings of rats” (R). There 
are various other forms of Concern. Dr. Saitzew has by this 
means done something to rationalise the argument itself. His 
method indicates the range of organisations, which is neither 
all ‘‘ monopolist ” nor all “ rational.” 


XI 


In the policy of rational industrial administration, as it is 
usually presented, restriction is involved, on the ground of the 
attempt to adapt production to a proper rate, to overcome 
duplication, overlap or speculation, and to give control through 
leadership. There are some important cases where this policy 
is carried out under public auspices, and these involve an admis- 
sion of necessary organised action, to which private enterprise 
on similar lines may appeal for a general sanction. Instances 
are the Brazilian plan for the valorisation of coffee, that is, the 
adjustment of sales under the instrumental use of prices; the 
British rubber scheme; the Greek ‘“‘ Retention ’’ in the currant 
trade; and the German control of potash. The last two of these 
_ may be specially noticed, as important cases of the refusal to let 
- competition work itself out, but with some difference in the 
fundamental conditions. 

The Greek Retention arose out of the fact that the currant 
crop is of vital importance in the export trade, and is grown by 
small producers. When the French vineyards were ravaged by 
the phylloxera after 1879, Greece supplied the deficiency, so that 
the currant was described as the “ saviour ”’ of the wine industry. 
There was a great extension of plantation in Greece, the peasants 
being advanced loans by the State, and great prosperity till 
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about 1890. Then France, having repaired her vineyards, killed 
the trade with heavy duties. There was so little elasticity in 
the “ pudding ’’ demand of England, that prices fell ruinously 
and did not cover freights. The peasants were faced with ruin, 
and the Government with revolution in the Morea. It was 
therefore decreed that a percentage of the crop was not to be 
exported but retained at home, and this percentage had risen to 
35 before the war (now 52). At first the Government, afterwards 
a Privileged Company, received this “‘ Retention,” to be disposed 
of at home by finding some new use for it, as currants were not 
consumed in Greece itself. The complicated arrangements would 
require a long statement, but they amounted to ‘‘ home dump- 
ing’ on industries which extracted alcohol, or on the Greek 
wine trade, at prices far below the export prices. Heavy taxes 
were laid on new plantations, and funds were raised by the 
Company to compensate cultivators of plantations given up. 
All this was done against the opposition of those who contended 
that the whole idea was wrong, and that natural laws should 
work themselves out. The Privileged Company, getting 35 per 
cent. of the crop for nothing, was so successful that it was bought 
up in 1924, and the problem is still unsettled. But it shows 
the following features. The control was considered specially 
necessary because the units of enterprise were individual peasants 
faced with ruin. The organisation yielded, for a long time at 
least, a solution, because organised effort was able to create 
conditions which would not otherwise have been possible. The 
new competitor was restrained by taxes, and the elimination of 
surplus production was obtained by financial measures of com- 
pensation. The last three of these belong to the claim of 
private enterprise for rational solution of the problem of 
production. 

The significance of the Potash Cartel is different in so far as 
the members were not individuals faced with ruin by competition, 
but companies. But it shows, under Government sanction, the 
working of the ideas of rationalisation in a very marked way. 
There had been a Cartel since 1879, but investment in this industry 
increased very rapidly, perhaps because of the Cartel, but also 
because of the agricultural demand. A great speculative period, 
the “ Kali fever,” broke out in 1898, the Prussian fiscus itself 
bought (according to Liefmann) an important works in 1906 for 
fifteen times the paid-up capital, and under such conditions 
there was immense over-capitalisation and excessive investment. 
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In this, as in the Greek case, many persons advanced the view 
that the natural economic solution would in the end be the best; 
and in 1910 the larger producers, suffering from reduced quotas 
in the Cartel and consequent high prices, broke away and sold 
ahead to America at half the current prices. The Government 
considered the position dangerous to German agricultural interests. 
In 1910 a law was passed under which total production, quotas, 
exports, exchange of quotas, and prices were regulated. This 
law did not establish a compulsory syndicate or create a mono- 
poly, but in effect it made adherence to the Cartel necessary. 
The important rationalising feature was that new competition 
could not arise except on disadvantageous terms, the output 
of such works being by the law subject to special limitation for 
a number of years. In 1919, as the result of war conditions, 
the number of producers had increased to 200 (having been 68 
in 1910); and the prospects were so serious that compulsion 
was applied by a new law of 1919. All producers were now 
compelled to join the Syndicate, which became the executive 
organ of the Federal Potash Council, with which, and its organs, 
final supervision lay as to prices and policy. 

The special application of rationalisation under these auspices 
is in respect of closing down, and of the growth within the Cartel 
of the largest interests. Closing down could take place volun- 
tarily or compulsorily. It was decreed in 1921 that owners 
who declared by a date in 1923 (later extended to 1925) their 
willingness to close down and keep closed till 1953, were to retain 
their quotas; that is, they would receive their proportion of 
profits exactly as if they had delivered their supplies. Com- 
pulsory closing down is based on ‘ proved permanent un- 
economical working,” the compensation being similar, but on 
reduced quotas. At the end of 1925, out of 224 shafts in exist- 
ence, 118 had been definitely closed till 1953; 71 were at work, 
and 35 held in reserve. The shafts closed down represented 
441 of the 1,000 quotas of the Syndicate. Within the Syndicate, 
combination by exchangeable quotas, a main method of ration- 
alisation under Cartels, has given a dominating position to two 
large groups. 

It is unnecessary to comment further than to say that to 
carry on prices 44 per cent. of idle capacity is a proposition 
only possible because of Germany’s virtual monopoly of this 
product. The case against ‘“ Ricardian rationalisation”’’ was 
not a sirong one. But it will be seen that a sanction is provided 
by such strong instances as these for the proceedings which 
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define as rationalisation the inclusion in a new private enterprise 
of the whole fringe of excess capacity, plus the endeavour to 
counteract this diseconomy by the further rationalisation of 
grouped interests under strong leadership. 


XII 


It was pointed out earlier in this paper that the whole ques- 
tion was thrust on public notice by the recent argument on the 
international extension of grouped control, bringing strongly 
into prominence the influence of industrial leaders in their own 
countries. They had obtained a leadership which enabled them 
to speak for their own nations in these arrangements. This 
authority, derived also from the impressive magnitude of the 
international plans, imposed on public opinion nearly every- 
where an attitude of assent, so that in a sense these leaders “‘ got 
away with it ”’ in their claims for rationalisation by Big Business. 
But whatever may be thought of the system of grouping and 
leadership on a national basis would not necessarily apply inter- 
nationally. A community may accept the evolution of com- 
petition into a type of industrial administration, relying always 
on the foreign market for limitation of monopolistic policy. 
When this guarantee is endangered, it may go back on its assent 
to national combination under purely private leadership. 

For example, it is a usual form of international agreement 
to ‘‘ respect home markets,” and this in effect creates prohibitions 
on trade which are greater than the considered fiscal policy of 
the country was prepared to allow. It is argued that tariffs 
thus become “ superfluous,” a designing expression which can 
scarcely have deceived the distinguished writers who have used 
it. The suggestion to rationalise international production by 
giving to private interests a treaty power overriding that of the 
Governments concerned, compels us to consider in what form 
such international relations are compatible with any system of 
domestic combination. 

There is, of course, a wide extension of what may be called 
“ direct international capitalism,” through the creation of foreign 
branches and shareholdings. These do not create the problem 
just referred to, which only arises out of agreements to restrict 
output or markets, and so endangers locally the conditions of 
the consumer. 

A distinction may be introduced here between two types of 
agreement with the aim of rationalisation. There are those 
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which are called ‘‘ agreements for conditions,” and those which 
are more directly restrictive of volume of output and sale. Ex- 
amples of the former are given by agreements on length of credits, 
or for standardisation of types, or against rebates on price. 
But perhaps the most notable instance is that rationalisation 
of the conditions of competition which is known in the United 
States as a ‘“‘ trade practice submittal.” If there is any practice 
which may be considered unfair—as in the case where various 
wares were marked “ Sheffield steel ’’ though produced anywhere 
—the firms in the industry may be called together to a voluntary 
conference by the Federal Trade Commission, and an expression 
of opinion obtained, which practically establishes a law-merchant 
for the industry. This is an agreement on conditions of trading, 
with no other limitation on competition, and there may be scope 
for international agreements of this nature to which no exception 
could be taken. Thus an agreement against dumping might be 
negotiated, to overcome the “ falsification of the market” and 
the instabilities which dumping creates; or an agreement for 
the exchange of patents, or for the organisation of trade 
information. 

It would seem that acceptance of the claims of combines to 
rationalise within national limits would be easier if on the inter- 
national level intercombine agreements were of this type of 
** Cartels of Conditions.” Otherwise, instead of international 
agreements leading a fortiori to the justification of national 
combines, they are likely to diminish the consent to, or increase 
the legal supervision over, them. The chief instability of the 
present position lies not in the formation of international agree- 
ments of the recent type, for these have existed for over twenty- 
five years, but in the realisation in the last few years of possible 
undemocratic extensions of industrial authority and leadership. 


XIII 


So far, the ideas of rationalisation and leadership in industry 
have taken account only of relations between producers, as the 
heads of organised units of enterprise. But the membership of 
an industry includes the great body of workers who are subject 
to this leadership, and it remains to show the bearings of the 
argument for “ rationalisation ” upon them. 

As a defence of the Cartel system in this respect, it has been 
argued by Liefmann that the dangers of “ instrumental ’’ price 
policy to the position of wage-earners as consumers are con- 
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tinually being lessened by the growing participation of labour in 
prices, through its own combination. It has an increasing pro- 
ducers’ interest. Or otherwise, the same argument has been 
put by one great industrial leader, who states that there is 
practically no pure consumers’ interest except that of the rentiers, 
and these are not to be too seriously considered against plans 
for a more rational organisation of industry. It is, however, 
too summary to dismiss the labour question involved in this 
way. Even if we consider labour under the broad general 
name of producers, it is obvious that there is a degree of restric- 
tion which will affect them all without compensation, there being 
fewer goods for the whole wage-bill to buy. And if we allow for 
the diversity of kinds of producers, it is also evident that Group A 
may penalise Group B, and vice versa, and that it will be difficult 
to follow the incidence of various group restrictions, though easy 
to show that there may be a great spread of injurious reaction. 
The post-war wage position in this country is largely-due to 
such reactions between groups. A general defence in these 
terms of the restrictive aspect of rationalisation policy is open 
to Yves-Guyot’s pertinent question—‘‘ Qui restreindra la restric- 
tion?” Against the debit of producers’ restriction it is not a 
set-off to credit labour combination, since the right way of 
distributing the product, and the right rate of production, are 
independent questions. So far as rationalisation implies restric- 
tion, it has to commend itself to the working-class community 
for reasons against which existing rights of bargaining are not 
offset or debited. 

The aspect of rationalisation in which labour is interested 
as a further advance is that of control. By this is meant the 
sharing of administrative industrial control by labour as such. 
There are various methods by which shareholding may be extended 
to employees, but in the cases where such holdings give a share 
in administrative control they imply that the labour qualification 
is not itself adequate, and that employees must qualify as capi- 
talists. Copartnership schemes have their own place in schemes 
of industrial progress; but the question is different, how far on 
the basis of work alone it is rational to distribute shares in 
control. 

The existence of organised wage-bargaining is not a solution 
of this question, because it relates mainly to the terms on which 
labour is sold or delivered. The terms of delivery—that is, the 
conditions of work—are pushed up to a margin called by Mr. 
Goodrich the ‘ frontier of control”; but this, while it compels 








548 THE ECONOMIC JOURNAL [DEc. 


the management to make some internal arrangements concerning 
employment, is at its utmost rather to be compared with terms 
of sale and delivery of products between their consumer and 
producers, the sellers not thereby entering into the buyers’ 
administration of their own concerns. This has nowhere been 
more clearly put than in the first clause of the Engineers’ Agree- 
ment, which stated that “ the employers shall not interfere with 
the proper functions of the Trade Unions, and the Trade Unions 
shall not interfere with the employers in the management of 
their business.” This was called the “‘ General Principles of 
Employment.” It implied two administrations, related as buyer 
and seller of a service. 

The difficulty of overcoming this dualism within the individual 
business is that of obtaining any equation between units of 
labour and capital. The idea of a franchise implies a basis of 
qualification, and in this case a rule for equating a certain amount 
of labour of a certain grade to a certain holding of capital. This 
is the point taken by the exponents of the New Zealand Com- 
panies Empowering Act of 1924. By that Act it is possible 
to issue “ Labour shares,” entitling the holders to full voting 
powers, but Companies have themselves to decide what is the 
right distribution of these shares in relation to those of the 
holders of capital. It is very difficult to see a basis of general 
application.! 

It should be pointed out, however, that the idea of control 
by some kind of industrial franchise is one carried over from 
politics to industry, and that industry is not alone in not having 
hitherto applied it. Such other fields of administration as the 
Army and the historic Churches do not proceed on this method 
either. The conditions are not regarded as being such as to 
place these spheres in pari materia with politics: as to their 
fundamental principles of control. Many criticisms of industrial 
structure in this respect come from sources where authority is a 
much more marked feature of administration than it is in 
industry. 

Difficulties of this kind arise mainly when the question is of 
a share in the control of individual businesses. A solution 
within that sphere may be found in time along the path first 
broken by the New Zealand Act. Meanwhile, however, the 
process of industrial grouping for the purposes of technical 
rationalisation does itself tend to make possible a degree of 


1 T have been able to obtain information of only one case of the application 
of this Act. 
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rationalisation as labour understands it. For it creates units 
of enterprise which are on the same scale as labour organisation, 
that is, which extend over a large part of an industry. Trade 
Unions have been suspicious of attachments of labour to capitalist 
government within individual businesses, but these objections, 
it may be suggested, would not be so serious against the repre- 
sentation of organised labour on the government of great com- 
bines. The fact that scale of working corresponded to size of 
organisation on both hands, besides removing the labour objec- 
tions to sectionalism, might also shift the problem of qualification 
from’an individual to a mass basis, the participation in control 
being that of representatives, and settled on some broader view 
of rights of government. It is a feature of the most organised 
syndicates in Germany that this participation in the general 
control has been obtained for labour representatives. The 
horizontal combines, rather than the Concerns, are obviously 
the most favourable sphere in which to proceed for this purpose. 
It is to be admitted that the problem of qualification, while 
simplified, is not solved. For purposes of bargaining the rule 
is equal representation, whatever the relative importance of 
the parties. For purposes of government, in this field, relative 
importance must count. Great combines render a solution more 
possible, and also more urgent. Some great fundamental industry, 
combined either voluntarily or, as in Germany, by law, might 
develop a solution by the method of trial and amendment. 
Finally, rationalisation by industrial grouping and leadership 
may enable a further step to be taken in respect of industrial 
peace. Our present resources for this purpose, on a voluntary 
basis, are very complete; but if there is a gap, it is in respect 
of a method of assuring continuance of work while negotiations 
proceed. The coal subsidy was of this nature on an unusual 
scale. In respect of wage disputes in fundamental industries, 
it seems to be a possible addition to our methods that, when 
negotiations have narrowed the issue to its smallest difference, 
and there is yet no agreement, the disaster of stoppage might be 
averted if the Trade Union could be enabled, pending an arbitra- 
tion, to advance to its members the whole or a part of the differ- 
ence in question, subject to guarantee of being refunded as 
much of its claim as the award sustained. This might be called 
the method of ‘“ continuation pay.” It would always be less 
than strike pay, since the latter is about two-fifths of wages, 
while the difference in dispute would not often be as much as 
half of that. The Union would therefore suffer less even if the 
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award went entirely against it. There is some approximation 
to this method in the occasional practice of ante-dating awards, 
but the community is not thereby cleared from the loss of a 
stoppage. If a step of a new kind can be taken, it is by way 
of making ‘“ continuation pay” a practicable thing. Now the 
higher organisation of industry does contribute to its practic- 
ability, since it enables a more complete guarantee to be offered 
from the side of employers. It may therefore contribute to a 
“‘ rationalisation ”’ in industrial relationships which would be of 
great benefit to the community, the more so if some working 
solution of representative control had been also applied. On 
this note these considerations of the bearings of the new tendency 
may be concluded. 
D. H. Macerecor 
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THE BRITISH BALANCE OF TRADE, 1925-27 


GREAT Britatn’s visible import surplus (i.e. excess of total 
imports of goods and bullion over total exports) has been increas- 
ing steadily for five years. It was £150,000,000 greater in 1924 
than in 1922, and it looks like being £85,000,000 greater in 1927 
than in 1924. Meanwhile the volume of new foreign issues on 
the London market has not shown a corresponding decline. 
Whilst formerly our apparent surplus for net additional foreign 
investment generally exceeded (taking one year with another) 
the volume of new foreign issues, since 1924 the reverse has 
been the case. As the accounts must necessarily balance some- 
how, it would be a matter of much interest to know in which of 
the undisclosed items the balancing changes have occurred. In 
particular, has Great Britain been diminishing the (net) balance 
of short-period indebtedness due to her from foreign countries ? 

The relevant figures, based on those published by the Board 
of Trade except as indicated in the footnotes, are as follows :— 





£ (millions). 





1922. | 1923.} 1924.| 1925. | 1926.| 1927.? 





Net Non-Merchandise Surplus. | 3751} 3751); 410 | 438 465 465 
Net Merchandise Deficiency (i.e. 
Excess of imports of goods and 





bullion over exports) ‘ . | 171 203 324 384 477 410 
Net Surplus on Income Account . | 204 172 86 54 | —12 55 
New foreign issues of capital in 

London . : 2 : 136 136 135 88 111 116 





Assumed increase (+-) or decrease 
(—) of other capital items re- 
quired to balance the account . | +68 | +36 | —49 | —34 | —123) —6l 
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It used to be believed—probably with good reason—that the 


1 Board of Trade old estimates for 1922 and 1923 revised (1922 +50, 1923 
+-70) to match their revision of their old estimates for 1924, 1925 and 1926. 

2 Excess of merchandise imports and new foreign issues estimated on basis 
of figures for first ten months; and non-merchandise surplus assumed to be the 
same as in 1926. 

3 Estimated. 
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Board of Trade’s estimate of the Net Non-Merchandise (or 
Invisible) Surplus was much too low. It still rests on a pre- 
carious basis of guesswork, and the Board of Trade does not 
yet attempt to collect definite facts on the lines followed by the 
United States Department of Commerce. Nevertheless there 
have been two substantial revisions upwards since the end of 
the war, and I know of no reason for thinking that it is now more 
likely to err in one direction than in the other. The most sub- 
stantial source of error in any given year is to be found in the 
amount of the profits (or losses) made by British merchants, 
importers and speculators in dealing in raw materials, which, on 
account of the frequent occurrence of wide price-fluctuations, 
they may have, in fact, bought at different price-levels from those 
appearing in the trade-returns, or which have not been shipped 
to this country at all. For example, fluctuations in the cost of 
raw rubber alone are quite capable of affecting the international 
financial position of Great Britain by as much as £25,000,000 or 
even more between one year and another.1 How far the Board 
of Trade attempts to deal with these fluctuations I do not know. 
But :: must be difficult for them to do more than make a rough 
allowance for the larger and more notorious items. 

At any rate, since the Board of Trade have now raised 
their figures so greatly (their revised estimate for 1926 being 
£140,000,000 greater than their old estimate for 1922), and since 
the big fluctuating item of rubber has contributed a much lower 
figure in 1926 and 1927 than in 1925, it is unlikely that the true 
surplus for the last two years, 1926 and 1927, available for (net) 
foreign investment has been much greater than the apparent 
surplus of about £42,000,000. During these two years, however, 
public issues in London on foreign account have amounted to 
more than £220,000,000,? or (say) £180,000,000 after deducting the 
repayments made by the Bank of France. The question as to 
how this difference has been financed is the main subject of this 
inquiry. 

In the first place, the proceeds of new foreign issues are a 
very imperfect guide to the net total volume of our investment 


1 In 1924 the average price of rubber was Is. 2d. per lb., in 1925 2s. 11d., in 
1926 ls. 112d. and in 1927 about 1s. 6d. Assuming that British shareholders 
and merchants are interested in 250,000 tons of rubber per annum in excess of 
British consumption, then our rubber profits were (say) £45,000,000 greater in 
1925 than in 1924, £25,000,000 less in 1926 than in 1925, and £12,500,000 less in 
1927 than in 1926. 

2 These figures, which are based on the totals published by the Midland Bank, 
exclude, so far as possible, new loans to repay old ones. 
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in long-dated foreign securities. There are, first of all, the 
Sinking Funds for the repayment of previous foreign loans. It 
would not be difficult to make a fairly accurate estimate as to 
the annual amount of such repayments; but I am not aware 
that any reasoned estimate of these payments—so backward are 
all our financial statistics—has ever been made. My own guess, 
however, as to the Sinking Fund-and other annual debt redemption 
payments (i.e. exclusive of loans paid off at maturity) would be 
small—less than £10,000,000 per annum. Apart from such repay- 
ments the London Stock Exchange is an international market 
where many securities are quoted which shift in large amounts from 
one country to another. Great Britain has long been accustomed 
—though not now on so large a scale as before the war—to invest 
substantially in the United States. There are certain securities 
which pass freely between London, Paris, Amsterdam, Berlin 
and Vienna. Various parts of the Empire buy back, as they 
grow richer, their own securities which have been financed by 
British capital in their early days. And—as a feature chiefly 
characteristic of the last two or three years—we have been 
buying domestic continental securities especially in Germany, 
and Americans have been beginning to buy a few domestic British 
securities (though the burdens of double income tax continue to 
impede greatly this class of transaction). 

The gross volume of these transactions backwards and forwards 
must be very large. It is, therefore, possible that the net balance 
one way or the other might also be large. Indeed, it is probable 
that our normal pre-war foreign investment was a good deal 
larger than the new foreign issues in London. Whether or not 
the reverse is now true, it is hard to say; and it is so difficult to 
make a reasoned estimate as to the amount of the net balance 
that an attitude of complete agnosticism on the whole subject 
might seem attractive. 

All the same, I think it is legitimate to draw tentative con- 
clusions as to the order of magnitude of this net balance. The 
very absence of tangible evidence as to the amount of the various 
transactions involved suggests, I think, that their net result is 
not likely to be very large in relation to the big figures appro- 
priate to the present discussion. Moveover, it is certain that 
there are substantial items on both sides of the account; so that 
if the net difference is to be large, the gross items must be very 
large indeed—so large as scarcely to escape general observation 
and some sort of rough computation. 

Let me particularise a little further. On one side of the 

No. 148.—voL. XXXvII. PP 











554 THE ECONOMIC JOURNAL [DEC,. 


account there are the purchases of foreign investments by our- 
selves otherwise than through the new issue market. Two or 
three years ago our holdings of American securities stood at a 
low figure, since we had sold almost the whole of our pre-war 
holdings during and after the war, whilst the risk of loss arising 
out of a return of sterling to parity deterred repurchases prior to 
our return to the gold standard in 1925. There is much evidence, 
however, that more recently British investors, particularly 
Insurance Companies and Investment Trusts, have been returning 
to their old favourites. It is, therefore, probable—indeed almost 
certain—that we have bought more American securities than 
we have sold during the last two or three years. This conclusion 
is corroborated by the figures of the U.S. Department of Com- 
merce, who calculate that in 1926 there was a net movement of 
American Stocks and Bonds outwards to foreign countries 
generally amounting to £25,000,000 ($636,000,000 sold and 
$509,000,000 repurchased); and add expressly that the evidence 
of their questionnaires shows that ‘“‘ British investors are gradually 
reverting to their pre-war custom of investing in American 
securities.” In addition to this movement, American new issues 
of loans to foreign Governments have generally stood at a slightly 
lower price than similar issues in London, with the result—as 
it is commonly supposed—that there has been a steady stream 
of such bonds from New York to London. Moreover, since two 
or three years ago we had very few of the domestic securities of 
continental Europe, it is probable that during the period of 
European reconstruction we have purchased more of such securities 
than we have sold, especially from Germany. Finally, Paris, 
which was a buyer of international securities during the flight 
from the franc, is more likely to have been a seller on balance 
during the period of recovery. 

On the other side of the account there are the sales ” securities 
from ourselves to investors abroad. There is probably a steady 
stream, nowadays, of sales to the Dominions. But it is quite 
certain that such sales are not large in any one year. There 
have been re-sales of their own high-yielding Government securities 
to continental countries; but for the reason given above such 
purchases on continental account are more likely to have been 
made in New York than in London. Finally, there are the sales 
from London to New York of international securities and also 
of some domestic British securities. The last-named may be 
substantial; but owing to income tax and other considerations, 
such purchases are concentrated on a limited number of securities ; 
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and we should surely have heard more about it than we have, 
if it had been taking place on the scale of tens of millions per 
annum or anything approaching this. 

On the face of it, therefore, it would seem that the two sides 
of the account of the sale and purchase of securities to and from 
foreign countries, other than new issues, are more likely to be 
nearly balanced than they are to be widely different. I see no 
reason to think that the one side has exceeded the other during 
the last three years by £100,000,000 or even by £50,000,000. 
Even a difference of £20,000,000 would be hard to substantiate. 
It is indeed just as probable, indeed more probable, that our 
purchases of securities, other than new issues, from foreigners 
have exceeded our sales, as that our sales have exceeded our 
purchases. 

I conclude that a primd facie case exists for the view that 
our net foreign investment during the last three years—apart 
from the balance of short-period borrowing and lending—may 
have exceeded our available income surplus by some figure not 
less than £150,000,000, and perhaps in the neighbourhood of 
£200,000,000; from which it would follow that we have adjusted 
the position by diminishing our liquid assets or increasing our 
short-period obligations by a similar sum. This is after allowing 
for the Bank of France’s repayments to the Bank of England. 

Is such a conclusion consistent with the direct evidence as 
to the international movement of short-period balances? If it 
is contradicted by such evidence, then the statistical foundations 
on which we have raised it are not strong enough to justify 
obstinacy. But if it is not contradicted, then our conclusion 
may represent about as good an approximation as the character 
of the data permits. 

For the consideration of the movements of short-period 
balances, the two and a half years since the return to the Gold 
Standard may be divided into three intervals. Immediately 
prior to the return to Gold, foreign, and in particular American, 
balances were believed at the time to be flowing to London in 
speculative anticipation of the improvement in the exchange. 
It may be presumed that, after the anticipation was fulfilled, 
profits were taken and that these balances flowed out again. 
But at the same time their place was taken by normal and quasi- 
permanent foreign banking balances which were re-established 
in London after the restoration of the pre-war gold parity. Hav- 
ing regard to the magnitude of the foreign balances of central 


and other foreign banks, as to which some figures will be given 
PP2 
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below, one might expect this movement by the middle of 1926 
to have increased the total foreign balances in London by a 
large amount as compared with the end of 1924 (when the 
speculative movement in anticipation of the return to gold had 
hardly begun), and even by a substantial amount as compared 
with the middle of 1925. I know of no actual figures to sub- 
stantiate this. But City opinion, basing itself on general obser- 
vation of the facts, does not doubt that the return to gold (what- 
ever its other consequences) restored the position of London as a 
depositary, along with New York, of foreign balances. Over 
and above this return of quasi-permanent balances, this period 
also covers the flight from the franc when abnormal private 
French balances in London were rapidly increasing—the major 
part of the collapse of the franc having occurred between October 
1925 and July 1926. 

The second period—say, roughly, from the middle of 1926 
to the middle of 1927—-was marked by the portentous piling up 
of foreign balances by the Bank of France and the French Govern- 
ment. These balances are believed to have approached a total 
of £200,000,000 by the end of this period, and it is said that 
some £80,000,000 out of this was located in London. We 
must not attribute the whole of this flow to the period sub- 
sequent to the middle of 1926, since to an important extent 
official purchases of sterling on French account represented the 
taking over of sterling previously purchased by Frenchmen on 
private account. But we may fairly attribute the major part 
of it to the period subsequent to the middle of 1925, since there 
is no reason to presume the existence in London in the early 
part of 1925 of large floating balances on French account, 
whether public or private. 

Thus whilst the return of normal foreign bank balances to 
London overlapped the reflux of balances on account of exchange- 
speculation, and similarly the growth of official French balances 
overlapped the reflux of private French balances, nevertheless, 
if we take the whole period from the beginning of 1925 to the 
middle of 1927, it is reasonable to assume an increase of at least 
£100,000,000, and probably more, in foreign balances in London, 
in addition to the repayment of £50,000,000 by the Bank of France 
to the Bank of England which has been already allowed for. 

We come finally to the period since August 1927, when money 
rates in London have been established on a basis appreciably 
higher than corresponding rates in New York as a result of the 
reduction of the Federal Reserve rates to 34 per cent. and the 
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maintenance of the Bank of England rate at 4} per cent. In 
comparing British and American money rates it is always a 
matter of much difficulty to know which to choose as being most 
truly comparable. In this case, however, different methods of 
approach yield much the same answer, as is shown below. 

The Federal Reserve Bulletin for September 1927 chose as its 
basis of comparison the New York Time Loan Rate (90 days) 
with the London Bill Rate (90 days). But it will be better to 
give also the London Time Loan Rate and the New York Call 
Loan (Renewal) Rate :— 














| Deposit Rate (90 days). Shiai viata! Call Loan 
Bill Rate, Rate, 

London.} | New York.? London.® New York.* 
July 1926 | 475 | 48 4-31 4-27 
August 4:75 4:75 4:36 _ _ 4:52 
September | 4°75 | 4-94 4-53 5-02 
October 4°75 5 4-69 4-75 
November | 4°75 4:75 4:74 4-56 
December | 4:75 4:68 4:47 5-16 
January 1927 4:75 4-50 4:23 4-32 
February . = || 4:75 4:44 4:14 4:03 
March en, 4:75 4:44 4:33 4:13 
April ‘ 4-66 4:44 4:23 4:18 
May 4-50 4:37 3-62 4-26 
June 4-50 4-50 4:35 4:33 
July 4-50 4:37 4-34 4-05 
August. 4-75 4-12 4-34 3-68 
September 4-75 4-12 4-32 3°80 











This table is, I think, conclusive as to the movement of 
relative rates in the two centres. In the autumn of 1926 it was 
possible to use a free balance with slightly more profit in New 
York than in London. In the spring of 1927 London was, on 
the whole, offering a little more than New York—up to } per 
cent. higher. In June 1927 rates were as nearly as possible level 
in the two centres. Since August 1927 London has been 3} per 
cent. higher than New York. This is a very substantial difference 
as these things go—particularly in the autumn, when New York 
rates are almost always higher than London rates. It is evident, 
therefore, that international balances, in so far as they are 
influenced by interest rates, must have had a preference for 
New York in the last half of 1926, a slight preference for London 

1 Supplied by a bank. 

2 Time Loan Rates as given by Federal Reserve Bulletin. 

3 Mid-monthly three-months Bill Rate as given by London and Cambridge 


Economic Service. 
4 Renewal Rate. 
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in the first half of 1927, and a substantial preference for London 
since August 1927. 

It is scarcely to be supposed that this shift of relative rates 
in the autumn of 1927 as compared with the autumn of 1926 
can have been without influence on the movement of international 
balances. But there is a mitigating consideration of which we 
have not yet taken account. If the rate of exchange between 
London and New York was absolutely fixed—instead of fluctuat- 
ing, as in fact it does, between the gold points—there is a large 
supply of floating resources for which even a small difference 
in the relative rates of interest would be a determining considera- 
tion. In view, however, of the fluctuations which actually occur, 
a possible difference between the rate of exchange at which funds 
are remitted and that at which they will be brought back again 
is a relevant factor. If we take 4-85 and 4-89 as the gold export 
and import points respectively for sterling (this is not exact, 
but near enough for the present purpose), this is a difference of 
about -82 per cent. Thus when the sterling exchange stands at 
4-89, an American bank which remits funds to London runs the 
risk of having to remit them back again at 4-85 and thus losing 
-82 per cent. on the exchange as an offset against any gain in 
interest. For a long-period investment this hardly counts, but 
spread over three months it is very large. These figures, however, 
represent the extreme measure of the exchange deterrent as 
against the interest incentive. When sterling is at 4-85 there 
is no exchange deterrent; if the remitter anticipates satisfactory 
interest rates in London for some time to come and is, therefore, 
prepared to spread any exchange loss over a longish period, the 
deterrent is much diminished; and in any case the true measure 
of the deterrent is not its possible maximum but its mathematical 
expectation (i.e. the amounts of possible exchange losses multi- 
plied by their probabilities). Moreover, it is generally possible 
to insure against exchange loss by means of a forward exchange 
transaction for less than the possible maximum of loss.1 

The fact remains that as sterling creeps up above 4:85, high 
interest rates in London become less and less effective in drawing 
short-period investments from abroad. It is evident that with 
exchange at 4-85 a difference of } per cent. in interest rates in 
favour of London might be extremely powerful in drawing funds. 
If short money would not flow in these conditions, it would indicate 
either that our power of maintaining the gold standard was 


1 I have gone into the details of this in A Tract on Monetary Reform, chap. 
Ii. 
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distrusted or that we had borrowed already a large proportion 
of the world’s floating funds. Thus funds will flow in the first 
instance on a scale adequate to cancel out any adverse inter- 
national balance on other scores, and, when this has been 
accomplished, their continued movement shifts the exchange 
upwards. As the exchange rises the remittance of funds becomes 
less and less attractive until a position of equilibrium is reached 
where the incentive of dear money is no longer strong enough 
to draw any additional funds in face of the deterrent of possible 
exchange loss. It is impossible to say @ priori just where this 
point of equilibrium will be found, because the exchange deterrent 
is of varying significance and importance to different classes of 
lenders and borrowers; but during the last two months experi- 
ence seems to indicate that it lies somewhere in the neighbour- 
hood of 4:87. The present indications are that the existing 
difference of interest rates is exceedingly effective in maintaining 
the exchange above 4-85, but that it would need a gréater dis- 
parity, or a greater confidence in the duration of the present 
disparity, to drag it up to 4-89. As funds flow under the 
attraction of dear money, the exchange rises ; as the exchange rises 
the cost of insurance by means of a forward exchange transaction 
(i.e. what is called the ‘‘ swap rate’) increases; and, according 
to recent experience, this continues until for a three-months 
transaction the ‘‘ swap rate ”’ about balances the gain in interest. 
When this point has been reached a further improvement in the 
exchange is dependent on the inflow of “ unhedged”’ funds, 
?.e. short-period investments which for one reason or another 
are prepared to ignore the risk of exchange fluctuations. 

We have stated the argument in terms of the dollar exchange ; 
but corresponding calculations, each with its appropriate critical 
point, also apply to the movement of funds between London and 
the chief continental financial centres. 

The argument so far makes it probable that funds have moved 
under the influence of dear money sufficiently to liquidate any 
debit balance; but we have no clue as to the magnitude of such 
movement. The movements must have occurred in thee ways :— 


(i) by causing trade bills to be carried in New York instead 
of in London; 

(ii) by causing London banks to borrow in New York or 
American banks to lend in London; 

(iii) by attracting (non-American) international floating 
balances to London. 
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As to each of these we have a certain amount of indirect 
evidence. 

That trade bills have been held back this year is the prevailing 
impression in the City. The Times wrote on October 24, 1927 :— 


‘** American banks, instead of sending sterling cotton and grain bills to London 
for discount immediately they are ready, have lately shown a tendency to keep 
them as investments, and to remit them for collection at maturity. Itis calculated 
that the British banks hold at the present moment not much more than one-half 
the amount of American grain and cotton bills which they had in their portfolios 
two years ago. The American banks have been induced to do this by the higher 
rate of discount which prevails in London.” 


The slack movement of raw cotton to Liverpool is partly 
responsible. But the effect of relative interest rates is confirmed 
from America by an interesting passage in the Boston Evening 
Transcript (quoted by The Manchester Guardian, Oct. 1927) :— 


“The comparatively low interest rates prevailing here [United States] have 
led British banks to make extensive short-term loans at American banks, by 
means of which the London banks have prepared themselves to take care of 
cotton and other acceptances made by their customers, the British manufacturers, 
as these come along. That is to say, such purchases are, for the momént, being 
financed wholly in dollars, and the reckoning in pounds has been set over for 
60 or 90 days. 

“What bankers know is that the names of British banks have been behind 
important borrowings at short-term here. Why on earth would the British 
banks have opened these dollar-credits if it was not for the financing of autumn 
purchases? The conclusion seems inescapable. Moreover, it was given direct 
official sanction on Tuesday by a prediction in the Federal Reserve Bulletin that 
‘the decline in rates charged on bankers’ acceptances in New York’ would have 
precisely this ‘ tendency to attract a larger volume of the financing of exports 
to the banks of this country.’ ” 


As to lending by American banks in London, it is difficult, 
or impossible, to obtain quantitative estimates. That it does 
occur and sometimes on a substantial scale, is certain. But it is 
doubtful whether such transactions are very large, because it is 
precisely this type of transaction which would be most deterred 
by the level of the “ swap rate.” 

As regards international floating balances the impression is, 
I think, that these have been increasing steadily but not sensa- 
tionally, and that for various reasons the greater part still repose 
in New York. The volume of these balances, however, is now so 
gigantic that the movement of even a small proportion of them 
amounts to a large absolute figure. This is shown by the remark- 
able figures collected by the United States Federal Reserve Board 
and Department of Commerce. According to the former 
authority } :— 


1 Bulletin for June 1927. 
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‘** Estimates based on the published balance sheets of about thirty central 
banks indicate that at the end of March 1927 these banks held substantial 
amounts of liquid foreign assets, aggregating altogether at least $1,600,000,000. 
Of this amount about one-half was held by banks required by law to maintain 
reserves and authorised to include these foreign holdings as part of their required 
reserves. More than $800,000,000, however, was held as a matter of policy by 
other foreign banks of issue either having no specified legal reserve requirements, 
as in the case of the Bank of France, or having no authority to count foreign 
assets as legal reserves, as in the cage of the central banks of the Netherlands 
and Sweden. . . . Of the total holdings of foreign assets by central banks, a con- 
siderable proportion is held in the United States. While there is no way to 
determine this proportion precisely, there is reason to believe that it is large, 
and that perhaps as much as $1,000,000,000 of the operating reserves of foreign 
central banks is in the form of dollar exchange.” 


This relates to central banks only. The U.S. Department 
of Commerce, as the result of its revised questionnaire to bankers 
for 1926, has arrived at the following results as to the grand 
total of foreign balances and other ‘“‘ unfunded ”’ items :— 


Unfunded Items 1 due from U.S. to Foreigners 





Dec. 31, 1925. Dec. 31, 1926. 








Deposits (Time and Demand) of foreigners | $1,108,000,000 $1,443,000,000 
Loans and Advances from foreigners - 448,000,000 384,000,000 
Short-term investments made by U.S. 
banks for foreigners (including bills and 
call and time loans placed on their 
behalf). ; : : : ut 288,000,000 419,000,000 


| $1,844,000,000 | $2,246,000,000 











Unfunded Items 1 due to U.S. from Foreigners * 





| Dec. 31, 1925. Dec. 31, 1926. 





$327,000,000 
682,000,000 





foreigners ; 4 - $367,000,000 
Loans and Advances to foreigners . 592,000,000 
Short-term investments made for U.S. | 


banks by foreigners 


Deposits (Time and Demand) with 
80,000,000 


87,000,000 





$1,046,000,000 $1,089,000,000 


: 
| 





This table exhibits the remarkable result that at the end of 
1926 foreigners held liquid assets in the United States to the 
value of about £450,000,000, and had increased them by about 
£80,000,000 during the year. Further, the excess of such assets 


1 The questionnaire totals have been increased by 10 per cent. to cover many 
smaller banks which did not report. 

2 “ Foreigners ’’ is interpreted to include (1) foreign governments, banks, 
bankers and others resident abroad, and (2) foreign branches of American banks. 
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over similar assets held by Americans abroad had increased 
during the year by about £70,000,000. 

If we were to include the foreign balances held in London 
and other international centres we should probably have at the 
end of 1926 an aggregate of floating international balances of 
the order of magnitude of £600,000,000. The existence of an 
aggregate so large compared with the volume of foreign trade 
and other international items on current, as distinct from capital, 
account is a very novel thing. Some considerable part of these 
funds is undoubtedly influenced in its location by relative money 
rates (taken in conjunction with the actual and prospective 
rates of exchange). This means that the efficiency of bank rates 
as an expedient for liquidating international indebtedness by 
short borrowing (or lending, as the case may be), without exerting 
a corresponding influence towards the establishment of permanent 
equilibrium by affecting any of the current items of international 
income and expenditure, is very powerful indeed, perhaps danger- 
ously so, for a country standing in good credit. It means that 
it is very easy for such a country to live for a considerable time 
by, in effect, increasing its overdraft. 

At any rate there is nothing improbable in the various factors 
which have been analysed above having led to a diminution of 
anything between £150,000,000 and £200,000,000 in Great 
Britain’s (net) international liquid assets (exclusive of the French 
repayment) over the past two or three years. My conjectural 
balance sheet is, therefore, as follows :— 


Great Britain’s International Account, 1925-27 


Net Surplus on Income New foreign issues in 

Account . . . . £100,000,000 London . . . . £300,000,000 
Bank of France Repay- Other long-term _in- 

ment . : 50,000,000 vestment (net) .. a 


Decrease of liquid Inter- 
national Assets (net) 150,000,000 


£300,000,000 £300,000,000 


Possibly £25,000,000 should be added to the total on both 
sides of the account ; possibly £25,000,000 should be subtracted. 
It is, however, something of a scandal that it should not be 
possible to answer these questions for certain within a margin of 
error of (say) £50,000,000 ! 

The satisfactory feature of the situation lies in the fact that 
we appear to have had a surplus of £100,000,000 on income 
account in respect of these years, which include the strike period. 
Our problem is, therefore, primarily, not a problem of restriction, 
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but one of adjustment between our long-term lending and our 
short-term borrowing. We are comfortably solvent even on 
the basis of the reduced level of exports of 1925-27. So long, how- 
ever, as we continue to lend abroad more than our current surplus 
and to balance the account by attracting foreign funds, there is, 
obviously, in the situation, a dangerous element of artificiality. 

The picture of the international balance-sheet will not be 
complete without a further glance at the American situation. 
The U.S. Department of Commerce report on ‘“‘ The Balance of 
International Payments of the United States in 1926’! has 
disclosed certain facts which will be, I think, very surprising to 
most European readers. We have, most of us, come to regard 
the United States as having an almost inexhaustible surplus 
available for foreign lending, so that the chief problem is to keep 
her supplied with an adequate crop of foreign bonds suited to 
the tastes of her investors. It now appears that this is a delusion. 
America’s large foreign investments of the last two or three 
years have been made—like Great Britain’s—by no means entirely 
out of surplus income, but partly by incurring increased short- 
period indebtedness. The figures for the years 1924-26 are 
as follows :— 





| 1924. 1925. | 1926. 
| 





Net long-term capital investment 


abroad : - | $522,000,000 | $432,000,000 | $522,000,000 











Net surplus on income account . | 310,000,000 | 429,000,000 | 13,000,000 
Excess of long-term investment | 
over surplus income re | $212,000,000 $3,000,000 | $509,000,000 








Of the aggregate excess ($724,000,000) over the three years, 
$514,000,000 has been definitely traced by the questionnaires 
to a net increase in foreign liquid assets in the United States, the 
balance representing untraced “‘ errors and omissions.” 

Thus in these three years America’s surplus on income account 
averaged not more than about £50,000,000, whilst her net long- 
term foreign investment averaged about £100,000,000. Now the 
first figure is not quite so high as Great Britain’s surplus (apart 
from the strike year, 1926), whilst her net foreign investment is 
also slightly less than Great Britain’s over the same period. 
Thus in spite of our diminished exports, our international financial 
capacity is not yet markedly inferior to that of the United States. 

1 By Ray Hall, with a foreword by Herbert Hoover (Trade Information 
Bulletin, No. 503). 
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Moreover, the United States has in recent years been doing just 
the same thing that we have been doing, namely, investing long 
out of the proceeds of borrowing short. 

In 1926 the American surplus on current account fell so low 
that, if it had not been for what we paid her in respect of war 
debts, she would have shown a deficit. This surprising state of 
affairs is mainly due to the terrific expenditure of American 
citizens travelling abroad, which is estimated for 1926 at 
$761,000,000 (say, £150,000,000), inclusive of the expenditure 
of Americans more or less permanently resident abroad. 

I should add, to avoid exaggerated conclusions from the 
above, that in 1926 America’s merchandise export surplus was 
unusually low. During the first eight months of 1927 her visible 
trade balance was about £58,000,000 more favourable than in 
the same period of 1926. Thus the surpluses on income account 
in 1924 and 1925 are probably more representative of the present 
position than the surplus in 1926. 

However this may be, it is unlikely that the United States 
can continue to absorb foreign bonds at the present rate, when 
foreign balances in New York cease, as they must sooner or later, 
to rise, or begin to decline. A prolonged continuance, therefore, 
of the present cheap money policy of the Federal Reserve Board 
may be expected to lead eventually to an export of gold; and the 
above figures suggest that the United States must be much 
nearer losing gold than has commonly been supposed. It would 
seem probable indeed that an outward flow of gold may be both 
foreseen and desired by the Federal Reserve authorities, who 
must presumably be alive to the true situation of the international 
account. In this case the monetary history of next year may 
largely depend on how public opinion takes it when the gold 
actually flows. The public has been taught for so long to regard 
the loss of gold as a sign of weakness that it may alarm them 
unduly even if the Federal Reserve authorities take measures 
to neutralise the effect of the loss of gold on the credit situation. 
If, however, the Federal Reserve Board proves strong and deter- 
mined enough to go through with it, the reassuring effect on the 
central banks of Europe should have a marked influence in 
relaxing credit restrictions throughout the world, raising the inter- 
national price level and stimulating trade and expansion. Let 
me add that I am here following through the conclusions of an 
argument on a limited terrain,—there are also other influences of 
a kind which lie outside the scope of this article which are capable 
of diverting the course of events. 
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It will be observed that foreign investment since 1924, both 
by Great Britain and by the United States, has been peculiar 
and abnormal in character, inasmuch as it has not translated 
itself, as it normally does, into a demand either for goods or for 
gold, but has been hoarded in liquid form in the foreign centre 
where the borrowing has occurred. I think that we have here 
a very important clue to the monetary events of recent years. 
The use of the proceeds of foreign borrowing by European central 
banks to build up liquid reserves abroad has had a strong 
deflationary influence. We and the United States have been 
continually creating purchasing power for foreigners on a very 
generous scale in relation to our true surpluses, but they have 
not been using it. It has not translated itself, as it normally 
would, into a demand for goods and a stimulus to trade. Sooner 
or later this hoarding process must come to an end. When it 
does, a seriously depressing influence on international trade and 
general economic expansion will have been removed. 

The modern age, in which debits or credits between nations 
are settled by changes in the volumes of liquid balances held 
in international financial centres, instead of by movements of 
gold, brings with it a new type of problem for which ready solu- 
tions are not yet available. This is partly the fault of economists 
who have not yet forged sufficiently sharp weapons of analysis— 
though the task of saying just how their present weapons are 
deficient and how they could be improved lies beyond the scope 
of this article. But it is also true, at least in Great Britain, 
that our statistical apparatus is deplorably deficient. It is 
absolutely vital to a sound monetary policy that we should be 
accurately aware of the direction and magnitude of the move- 
ments of international balances. At present our authorities are 
content that the so-called “‘ invisible ’’ items in the international 
balance-sheet should remain invisible in the literal sense. It is 
just as though in the old days we had not known within a wide 
margin of error whether gold was flowing into or out of the 
country or in what quantities. I do not see why questionnaires 
issued in London should not produce as useful results as question- 
naires issued in New York, or why, when in search of facts of 
vital national importance, we should continue to grope in barbaric 
darkness. 


J. M. KEYNES 








THE COLWYN COMMITTEE, THE INCOME TAX AND 
THE PRICE LEVEL 


§ 1. THE purpose of this note is to examine the validity of 
some of the arguments with which Sir Josiah Stamp and other 
members of the Colwyn Committee on National Debt and Taxa- 
tion belaboured, in the name of “ orthodox economic science,” 
the unhappy business men who sought to prove before them 
that income tax “enters into” the price of goods. It will be 
suggested that some of these arguments are fallacious, and 
that others, whether valid or not, involve at the least a radical 
departure from the teaching of that authority to whom most 
frequent reference was made—Professor Alfred Marshall. 

§ 2. The argument on which the Committee placed most 
reliance was thus set out by Mr. W. T. Layton in his evidence- 
in-chief (§ 11, M. 1771). ‘‘ In theory the income tax should not 
affect the economic action of any income-tax payer. It is not 
directly an item in the cost of production. Whether we con- 
sider a whole industry or a particular business, production under 
competition continues up to that point where the last unit of 
output makes no contributien towards profit, and therefore 
nothing towards the revenue of the State. This is the unit of 
production which determines prices, which should therefore be 
unaffected by a tax on those units which yield some profit. On 
the same reasoning, the amount of output should remain un- 
changed.”” Mr. Layton proceeds to draw attention to certain 
qualifications of this theory, but explained in his cross-examina- 
tion that he regarded them as being of very little importance, 
and “the economic theory” as expounded above as being 
substantially correct (Q. 2544, M. 186). 

It appears, therefore, that in the view of this high authority 
economic theory teaches that price is determined by the marginal 
costs of production, those costs including no element of profit, 
so that profit appears as a surplus above price-determining costs, 
and is indistinguishable in this respect from economic rent. 
The same argument is developed at greater length in Professor 
Seligman’s paper on ‘‘ Income taxes and the price level,”’ reprinted 


1 The references are to the pages of the volume of Appendices (A.) and 
Minutes of Evidence (M.). 
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as Appendix No. XII in the volume of appendices to the Com- 
mittee’s report. ‘‘ Inasmuch,” writes Professor Seligman, *‘ as 
the price is fixed at the cost of producing the most expensive 
portion of the supply that is actually sold, the difference between 
the lowest cost and the actual price—that is, the difference 
between the cost of producing the article and bringing it to 
market under the most disadvantageous circumstances and that 
of producing it under more favourable conditions—constitutes 
the producers’ surplus or profits. Profits are the result of the 
industrial process; they represent not cost, but surplus over 
costs ’’ (A. 120). 

Further study, however, reveals, in my opinion, a certain 
looseness in Professor Seligman’s conception both of what con- 
stitutes the “ costs’ of the marginal producer and of the sense 
in which the profits of the intra-marginal producer constitute a 
‘* producer’s surplus.” ‘‘ The man at the margin who makes no 
profits, or who makes only the minimum profits which correspond 
to wages of management or recompense for the risk, pays no tax 
because he makes no profits or pays only a negligible tax upon 
these minimum profits” (A. 121). It makes surely all the 
difference in the world whether we are or are not to reckon 
among the costs of the marginal producer, which ex hypothesi 
determine price, all such profits as may properly be regarded 
as wages of management or remuneration for risk; yet Professor 
Seligman leaves us uncertain. If we are to include them, it 
can surely scarcely be argued that even in America the Golden, 
still less in highly-taxed Britain, the aggregate tax upon all such 
profits is “ negligible.” 

But Professor Seligman does not appear to adhere firmly 
to his conception that only those profits (if any) which are made 
at the margin constitute the necessary reward of risk. For in 
discussing the remoter effects of taxation (A. 124) he admits 
that ‘‘ the continual growth of a country’s prosperity depends 
largely upon the readiness of the able and the venturesome to 
start new enterprises and to take the risk of the unknown. 
Where the hazard is great, the profits must be correspondingly 
great; for in the long run in new and untried fields the profits 
of some are likely to be counterbalanced by the losses of others. 
If the Government, however, demands too large a percentage of 
these anticipated profits, the individual may prefer not to subject 
himself to the risk and may decide to be content with a smaller, 
but a surer, return.”’ There is no indication that this argument 


' Ltalics, in tis and all other quotations, mine. 
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is intended to apply only to the “ minimum ”’ profits (if any) 
of the marginal man; but if it is not, what exactly is meant by 
the doctrine that profits in general are “ a surplus ”’ ? 

§ 3. By far the most elaborate and ingenious analysis of the 
theory of value put before the Committee was that constructed 
by Mr. W. H. Coates as a setting for his interesting and important 
statistical evidence. Mr. Coates, unlike the authorities hitherto 
quoted, attempts to take into account Marshall’s doctrines of 
‘“‘ normal profits ”’ and of the “‘ representative firm,” and it will 
be convenient, therefore, at this point to refresh our memory 
of Marshall’s teaching. 

We are explicitly told (Principles, p. 343) that in constructing 
the normal supply schedule for any commodity we must include 
in the supply price for any quantity supplied ‘interest and 
insurance on all the capital ” and “‘ the gross earnings of manage- 
ment (including insurance against loss) by those who undertake 
the risks, who engineer and superintend the working.” This 
normal supply price is to be conceived as the normal expenses 
of production (including gross earnings of management), not 
of a firm of sub-normal efficiency, but of a ‘“ representative 
firm.’’ ‘‘ On the one hand, we shall not want to select some 
new producer just struggling into business, who works under 
many disadvantages, and has to be content for a time with 
little or no profits, but who is satisfied with the fact that he is 
establishing a connection and taking the first steps towards 
building up a successful business; nor, on the other hand, shall 
we want to take a firm which by exceptionally long-sustained 
ability and good fortune has got together a vast business, and 
huge well-ordered workshops that give it a superiority over 
almost all its rivals. But our representative firm must be one 
which has had a fairly long life, and fair success, which,is managed 
with normal ability, and which has normal access to the economics, 
external and internal, which belong to that aggregate volume 
of production ” (Principles, p. 317). Again, we learn (p. 362 n.) 
that “‘ the supplementary costs, which the owner of a factory 
expects to be able to add to the prime cost of its products, are 
the source of the quasi-rents which it will yield to him. If they 
come up to his expectation, then his business so far yields good 
profits: if they fall much short of it, his business tends to go 
to the bad.” I do not think any warrant can be found in 


1 Contrast Q. 9006 (M. 650). (Professor Hall) There are really three elements : 
the prime cost, the supplementary cost and the element of profit ? (Mr. Coates) 
Yes. 
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Marshall’s pages either for the view that the costs of production 
which are relevant to the determination of normal value are 
those of the most inefficient or unfortunate producers, or for the 
view that they do not comprise a substantial element of profit. 
I venture to suggest that Sir Josiah Stamp’s attempts (Qq. 
4705-19, M. 337-8) to bludgeon Mr. P. D. Leake with the 
authority of Marshall’s name .was based on a misunderstanding 
of the part played by “the marginal principle” in Marshall’s 
theory of value. 

§ 4. Mr. Coates, as was to be expected, shows his familiarity 
with the Marshallian doctrine of normal profits as a constituent 
element of costs ( § 7, A. 67); but it is not quite easy to deter- 
mine what relation to this doctrine he conceives his own analysis 
to hold. There are moments when he seems to accept the 
validity of the Marshallian theory as an expression of long-run 
tendencies, and to be concerned merely to point out, like Marshall 
himself, that the price prevailing at any given moment is influenced 
by the temporary oscillations of demand and supply. Now if all 
Mr. Coates means is that in short periods of sub-normal demand 
prices will be charged which are insufficient to cover profits 
(or other supplementary costs), that is, of course, entirely con- 
sistent with Marshall’s teaching. Where he appears to depart 
from that teaching is (a) in ignoring Marshall’s emphasis on 
the strength and persistency of the forces which operate, even 
in times of sub-normal demand, against cutting prices so far as 
to “ spoil the market,”’ 1 (b) in writing as though all short periods 
were short periods of sub-normal demand. ‘ The conclusion of 
economic analysis,’ he ‘writes (A. 68), ‘is thus that, while the 
broad trend of price is governed by the lowest or most efficient * 
cost of production, that cost including normal profit and there- 
fore such portion of normal profit as is taken by taxation of 
income, this stage is rarely reached in the actual conditions of 
life. In these conditions, the temporary positions of demand 
and supply are the governing factors, and price is determined 
by the cost of the marginal products, the sale of which yields no 
profit, and may indeed yield a loss.” Mr. Coates thus appears 
to conceive of the so-called “‘ normal,” not, like Marshall himself 
and Pigou,* as a mean around which actual conditions fluctuate, 


1 Principles, p. 375. Cf. Pigou, Industrial Fluctuations, pp. 167—71 and 281. 

2 In this, I think, Mr. Coates flies to the opposite extreme. 

3 Cf. the diagrammatic treatment in Economics of Welfare, p. 755, where 
a certain area “ represents normal returns to supplementary costs, and is equal 
to the average of producers’ surpluses (from a short-period point of view) that 
result from the various positions assumed by the demand schedule from time to 


time.”’ 
No. 148.—vou. XXXVII. QQ 
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but as a maximum which they are always striving unsuccessfully 
to attain. 

It is, indeed, hard to resist the suspicion that in question and 
answer both Mr. Coates himself and other witnesses and com- 
mittee-men were constantly slipping into arguments relevant 
only to conditions of sub-normal demand. Thus Sir Josiah 
Stamp inquires (Q. 5899, M. 435): “If you have a lot of ships 
and existing capital, would you not rather have something from 
them than nothing at all?” And Mr. Coates, having committed 
himself to the contention that even debenture interest does not 
“enter into”’ prices, is reduced to arguing (Q. 8989, M. 649) : 
“Your debenture-holders, of course, have a right of recovery 
against you; but I should imagine, in a period of very bad trade, 
when debenture interest is not paid and the circumstances are 
explained, they are not likely to say, ‘ We are going to put in a 


Receiver at once.’”’ Mr. Coates is, of course, entitled to think 
(A. 67) that since “‘ real life is . . . concerned, not with the long- 
run trend, but with the facts of the moment,” ‘‘ most attention 


. must be given to the short-period relation of demand price 
and supply price,” though no one is entitled, in my view, to 
attempt to bluff the business man into supposing that Marshall 
thought so. But since a long period is after all made up of a 
number of short ones, we are entitled to demand either that 
Mr. Coates’ long-period theory and his short-period theory 
should be ultimately reconcilable with one another, or that 
one of them should be definitely repudiated as inaccurate. The 
long-period theory must not be left, with a perfunctory blessing, 
hanging in the void. 

§ 5. Mr. Coates, indeed, seems to be sub-consciously aware of 
this, for, having patted the theory of normal profits on the back 
as a long-run tendency, he proceeds to criticise it on. grounds 
which, if valid, would be as fatal to it in this capacity as in any 
other (§§ 13-16, A. 70-71). It might, he suggests, be true if all 
producers were equal in ability. But in real life production is 
in the hands of numerous producers of very varying strength 
and ability, some of whom are so weak that they are making 
no profits or even making losses. The goods supplied by these 
producers form part of the total supply of goods, by the magni- 
tude of which, taken in conjunction with the conditions of 
demand, price is determined. Therefore (so the argument 
appears to run) the magnitude of net profits is irrelevant to the 
determination of that price. 

Now it is precisely this type of argument that Marshall’s 
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conception of the ‘“ representative firm ”’ was designed, as it 
seems to me, to forestall. It becomes relevant, therefore, at 
this point to inquire whether the valuable statistics of the dis- 
persion of profits furnished by Mr. Coates (A. 71-85) are such as 
to cast discredit on this conception. Mr. Keynes holds (Economic 
JOURNAL, June 1927, p. 205) that the magnitude of the dispersion 
is so considerable as to do the conception ‘‘ some damage.” I 
venture to think that the shape of the normal curve of error 
disclosed by Mr. Coates for the normal year 1912-13, and even 
for the abnormal year 1922-23, would not greatly have surprised 
Marshall; but nobody can know.! In any case Marshall’s 
doctrine clearly contemplates the possibility that some part of the 
supply is always being turned out at a loss. It is still, therefore, 
of at least academic interest to inquire what are the implications 
of the doctrine of the “representative firm’”’ as to the effects of 
this part of the supply upon price, and as to the mode in which 
impediments to supply may be expected to affect price and 
output. 

That, as Mr. Coates points out, the output of the least 
efficient producers forms part of the total output whose magni- 
tude helps to determine price is, of course, evident; but to 
argue from this that there is some special relation between price 
and the costs of the least efficient producers is a complete non 
sequitur.2, Indeed, as Mr. Coates himself points out, the exist- 
ence of a supply from these producers, so far from raising prices 
above the costs (however interpreted) of stronger producers, 
makes it lower than it would be if, other things remaining the 
same, that supply were wiped out. (Of course, according to 
Marshall’s doctrine, other things would not remain the same; 


1 For convenience of reference I append the summarised statement (A. 92). 
Profit as per cent. of turnover in seven groups of trades, taken together :-— 


Lower Upper Mean deviation 
Median. quartile. quartile. from median. 
1912-13. , 4-61 2-53 7-67 3°59 
1922-23 . : 4-11 1-24 8-46 6-01 


2 ** Concerns which are on the point of withdrawal from the market have 
been contributing their supplies to the total offered, and their influence on the 
supply side has been a factor in the determination of price, for, on the economic 
argument, this tends to be settled in any given unit of time by the demand which 
is effective in relation to the total quantity on offer. The addition to supply, 
which their activities have produced, will, by its enlargement of supply, have 
tended to depress the price to mect the effective demand. Yet the price influenced 
by this marginal production of the weak producers will have been insufficient 
to yield these producers a residuum of profit. Into that price can enter no 
element of any tax which is levied on profit, for, in the conditions which exist, 
no tax will be levied on those weak producers whose incremental supply on the 
market is a factor in the determination of price ” (A. 71). 


QQ2 











572 THE ECONOMIC JOURNAL [DEC. 


for price having now risen above the costs of representative 
firms, representative firms would either expand their output or 
increase in number or both until price was brought down again 
to equal their costs.) The whole purport of Marshall’s doctrine 
is that the least efficient producers are no more “ marginal” 
than any other producers in the only sense of the word that is 
relevant to the determination of price. According to that 
doctrine there will always be some firms which, for what seem 
to them good and sufficient reasons, are ready to carry on pro- 
duction at a sub-normal profit or even at a loss; and the very 
fact that they are not covering their full costs (including profit) 
shows that they are not specially “‘ marginal ”’ in the only relevant 
sense, 7.e. in the sense that they must cover their full costs if 
equilibrium is to be preserved. 

This would be true even if the least efficient firm at work 
were covering its costs, excluding profit. But the fact that 
some firms are working at an actual loss, while it raises no 
additional difficulties on the theory that there is a special relation 
between price and the costs (including profit) of the repre- 
sentative producer, makes nonsense of the theory that there 
is a special relation between price and the costs (excluding profit) 
of the “ marginal” producer. For the latter doctrine loses 
entirely its apparent simplicity of outline when we discover that 
in fact the ‘‘ marginal’ producer is not a man who is making 
neither profit nor loss, but a man who is making a loss of an 
undefined and unpredictable amount. 

§ 6. The trouble seems to arise partly from making an 
illegitimate analytical use of the device, appropriate enough for 
purposes of statistical demonstration, of ranging the various 
producers from left to right in ascending order of magnitude of 
their costs (excluding profits). If the curve so obtained is 
brought into connection with a demand curve, it is natural to 
infer that anything which raises the curve throughout its length, 
so that it cuts the demand curve somewhat further to the left, 
will leave the output of all but the weakest producers unaffected, 
and concentrate on the latter the whole curtailment of supply. 
So soon as this inference is put into words, it is seen to be falla- 
cious. That, for instance, a uniform tax on raw materials should 
leave the output of the considerable majority of producers in 
any industry unaffected, is not to be believed.1_ The theory of 

1 Though Mr. Coates, with perfect logic, was driven to adopt such a position 


with regard to a general increase in salaries (Q. 8887, M. 644) and even in wages 
(Q. 8900, M. 664). 
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price as depending on the activities of the “marginal producers”’ 
proves a good deal too much ! 

The fact is, of course, that we have no right thus to bring 
the weakest producers alone into proximity with the lowest 
regions of the demand curve. Unless we are content, like Mar- 
shall, with a supply curve derived from the conditions of a repre- 
sentative producer, the situation can only be treated diagram- 
matically by setting a partial demand curve against a partial 
supply curve for each separate cost-group of producers. The 
assumption of a single competitive price dictates that in the 
case of supernormal producers the two curves will not intersect, 
while in the case of sub-normal producers the point of equilibrium 
will lie to the right of their intersection. The effect of any 
change in the conditions of supply must be studied separately 
for each cost-group. 

But once it is conceded that we must consider the effects of 
an impediment to supply on the actions of all producers, and 
not only of those ‘‘ near the margin,” the a priori distinction 
which it is sought to establish between the effects of a tax on 
raw materials and a tax on profits melts away. In either case, 
if it can be established statistically that the actions of the 
majority of producers are not affected, that will be not because 
of the existence of firms ‘“ at the margin,” but because for the 
majority of producers the supply of the taxed factor is, for the 
period of time under consideration, inelastic. Some of the 
business men contended that the supply of business enterprise 
has a certain elasticity even over short periods,! and most of 
the economists were willing to admit that, at any rate for large 
changes of reward, it might have over long periods. The point 
at the moment is not whether or no this is true in fact, but 
whether or no the existence of ‘‘ marginal concerns’ makes it 
absurd to suppose it to be true. Clearly, in my opinion, it does 


not.? 

1 E.g. Q. 7306 (M. 518). ‘“‘ (Lord Colwyn) In making up the price, including 
the amount of profit, do you include income tax ?—(Mr. Tredwen) It works in 
this way. In many cases I have declined to do business because the reward for 
doing it would be inadequate.”’ 

Professor Macgregor argues (Q. 5887, M. 435) that there can only be such a 
short-period check to enterprise in the case of producers who are individually 
strong enough to affect prices by checking their own supply. I see no reason 


to accept this limitation. 
2 In Mr. Coates’ diagram 5 (A. 91) the very point which it is desired to prove, 


namely, the immobility of the supply-curve SS’, is assumed from the start. 
Further, this supply curve (in spite of its downward trend) is apparently sup- 
posed to represent momentary conditions, and therefore throws little light on 
the validity of the doctrine of “‘ normal profits.” 
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§ 7. A good deal of the blame for the confusion and misunder- 
standing which arose must, I think, be laid on the shoulders of 
the Committee for the barren form in which they posited their 
question—whether or no income tax “enters into” prices. 
Several of the business men fell an easy prey, and made ex- 
travagant statements which they could not substantiate; but 
the more thoughtful of them showed that they conceived the 
rise in prices as indissolubly bound up with a contraction of 
supply.1 The economists, habituated to the conception of the 
mutual determination of economic quantities (Marshall, Principles, 
p. 818), and to the consideration of ‘‘ the things which are not 
seen,’ might have been expected to give the business men a 
lead in this respect, and to point out that it makes no difference 
to the equilibrium attained whether the temporal sequence of 
events is (1) rise of price, (2) contraction of quantity demanded, 
(3) contraction of quantity supplied, or (1) contraction of quantity 
supplied, (2) rise of price, (3) contraction of quantity demanded. 
But instead the Committee preferred to harp on an unfruitful 
distinction between the “ incidence ” of a tax and its “‘ effects.” 
Even Professor Pigou, though quick to recognise in cross- 
examination that the question at issue was largely one of words, 
allowed himself to follow the Committee’s lead in his original 
answer, and so to give it in a form which appears to presuppose 
monopoly conditions. “If,” he writes (§ 30, M. 4; cf. Q. 617, 
M. 47), “‘ as may be presumed, people are already charging the 
prices that yield them the best profit, the removal by the State of 
a proportion of the profit will not tempt them to fix prices 





In diagram 4 (A. 89) Mr. Coates attempts to apply the conception of marginal 
production to individual firms, but as he does not appear to attach much import- 
ance to the result as compared with the conception of marginal firms (§ 35), the 
difficulties involved will not be further pursued here. It may ‘be mentioned, 
however, that the shape of the curves of “cost as per cent. of price” for 
ndividual firms—first descending owing to increasing returns and then ascending 
because “after [a] point, increased supplies begin to affect demand price ”— 
appears to assume a power of charging differential prices. 

The true Marshallian doctrine is admirably expounded by Henderson, Supply 
and Demand, ch. v. §4. ‘“‘ The marginal concern,” he writes (p. 59), “‘ must 
be conceived as that working under the least advantageous conditions in respect 
of the assistance it derives from the strictly limited resources of nature, but under 
average conditions as regards managerial capacity and human qualities in general.” 

1 Mr. Glenday says (Q. 4867, M. 358): ‘‘I have started off with the idea 
that Income Tax has no direct effect on prices, but I say it has an indirect effect 

n this way, that it reduces the amount of goods which you sell.’’ See also Qs. 
8463-4 (M. 604): (Professor Hall) Should I be right in putting your view into 
these words : that it reduces your inducement to continue to extend production ? 
—(Sir Hugh Bell) Yes, I think so. (Prof. Hall) And by curtailing production 
it does tend to reduce supply and to send up prices? Is that, roughly, it ?— 
(Sir Hugh Bell) I think so. 
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differently.’ Mr. J. A. Hobson, though twitted by Sir Josiah 
Stamp with heresy, seems to me on this occasion to have sus- 
tained almost alone the unwonted role of champion of Marshallian 
orthodoxy.! 

It remains to be added that once it is realised that increased 
prices are indissolubly bound up with contraction of supply, the 
suggestion of Sir Josiah Stamp (Q. 5882, M. 435), that, if prices 
really are raised, ‘“‘ the burden on the capitalist has ceased to 
be a burden because he has passed it on to somebody else,” falls 
to the ground. For, as Professor Seligman admits (A. 122), 
‘“even though the producer should be able to add the income 
tax to the price of his goods and thus increase his profit per 
unit of output, he would, in all probability, sell so many less 
units as to diminish his total net profits. The business man, 
therefore, is quite justified in objecting to high taxes on business 
profits, even if he thinks he is able to shift them on to the 
consumer.” : . 

§ 8. I pass to some of the subsidiary arguments which were 
used to support the contention that income tax cannot “ enter 
into”’ prices. The common weakness of all these arguments 
for the purpose in hand is that they seem to be equally applicable — 
to local rates or to a general tax on raw materials—imposts 
which by common consent do form part of the costs of pro- 
duction. The first argument is derived from the quantity 
theory of money, and points out that unless either the supply 
of money or its velocity of circulation is increased, the old total 
quantity of goods cannot be sold at an enhanced price-level. 
Mr. Hobson allowed himself to be temporarily blinded with this 
argument by Sir Josiah Stamp (Qq. 1626-38, M. 126-7), but 
after reflection gave correctly the obvious answer, that “‘ the 
rise of prices would occur through a shrinkage of supply of goods ”’ 
(M. 127, note). Professor Seligman, in the paper already alluded 
to, quotes with approval Ricardo’s form of the same argument 
(A. 123, note). ‘‘ The income tax, were it fairly imposed, would 
leave every member of the community in the same relative 
situation in which it found him. Each man’s expenses must be 
diminished to the amount of his tax; and if the seller would 

1 T have sought in vain in Marshall’s work for a direct expression of opinion 
on the effects of a general income tax. The nearest approach I can find is the 
following reply to the Questionnaire of the Royal Commission on Land Taxation 
(1897): ‘* Generally speaking, the incidence of taxes on profits is widely and 
evenly diffused; they run over rapidly from one part of a trade to another and 
from one trade to other trades”’ (Official Papers, p. 357). I venture to think 
that so far as it goes this quotation supports my view of the implication of the 
Marshallian theory. 
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wish to relieve himself from the burthen of the tax by raising 
the price of his commodity, the buyer for the same reason would 
wish to buy cheaper. These contending interests would so 
exactly counteract each other, that prices would undergo no 
alteration.”’ In this form, the doctrine avowedly assumes that 
all working-class consumers are income-tax payers; and appar- 
ently also implicitly assumes that the money collected by the 
State is not spent but thrown into the sea. It seems to require 
little further comment. 

The second subsidiary argument (used, e.g., by Sir Josiah 
Stamp, Q. 621, M. 48) is that since the British income tax is 
progressive, and therefore falls on different producers at different 
rates, it cannot affect prices, because it would not know, so to 
speak, to what extent to affect them. Even if we disbelieve in 
the representative firm, the resources of algebra are equal in 
Professor Pigou’s hands 1 (though not in mine) to analysing the 
effect upon price of differential taxes upon various sources of 
supply. One might as well argue that because foreign sugar 
and Empire sugar are taxed at different rates, no part of the 
sugar tax falls upon the consumer. 

The third subsidiary argument urges that since there is a 
common price-level throughout the world for goods which enter 
into international trade, there is a theoretical absurdity about 
holding that the price of such goods can have been affected by 
the fact that the income tax is higher in Britain than in other 
countries. But clearly, if the British supply forms an appreciable 
part of the world’s supply, there is not; and clearly too the 
argument would be equally valid as applied to local rates. In 
any case the substantial contention of the business men seems 
to have been that the high British taxation made it difficult to 
compete at world prices, and so restricted the volume of trade. 
In answer to this contention, Professor Hall and Mr. Coates 
seem to have taken up the untenable position that no taxation 
can diminish the volume of foreign trade (Q. 1378, M. 109, Q. 
9080, M. 653), though Sir Josiah Stamp (Q. 1379, M. 109) and 
Professor Macgregor (Q. 5892, M. 435) were too wise to acquiesce. 

§ 9. I pass to consider two pieces of direct statistical evidence 
on which Mr. Coates laid great emphasis in support of his con- 
tention that income tax does not in fact (even through the 
medium of restricted supply and reduced enterprise), affect 
prices. The first, derived from the same data as the measure- 
ment of dispersion of profits (§ 5), is the fact that, while the 

1 Economics of Welfare, App. III, B, pp. 745-9. 
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standard rate of income tax was 4-28 times and the average 
effective rate (including super-tax) 3-09 times as great in 1922-3 
as in 1912-13, the median rate of profit on turnover, in the 
seven groups of trades considered, was only 4-11 per cent. in 
1922-3 as compared with 4-61 per cent. in 1912-13 (A. 92-6, 
M. 638, § 14). I cannot help feeling, with Sir Alan Anderson, 
that the impressiveness of this result is very much diminished 
when we remember the respective positions occupied by the 
years concerned in the trade cycle. As Sir Alan suggests (Q. 
9386, M. 677), ‘‘ what you have proved is that the net return 
per unit with a heavy income tax in that very bad year was 
the same as the net return without the same income tax in a 
normal good year ’’—or rather, he might have said, the peak 
year of the cycle. Everyone will agree with Mr. Coates that 
there were plenty of other causes besides high income tax for 
the reduced volume of trade in 1922-3; but we are here thrown 
back into the region of common-sense and general reasoning. 
The particular statistical fact established seems to me, for the 
reason given, to carry little weight. 

§ 10. Mr. Coates’ second main statistical weapon is as follows. 
On the basis of figures presented by Mr. A. H. Gibson in the 
Financial Supplement of the Spectator, March 7, 1925, and 
extending for over 100 years, he finds a very high correlation, 
+ 0-903, between an index-number of wholesale prices and the 
gross yield of Consols in the succeeding year (A. 101). For 
the sub-period 1908-24 he finds an equally close correlation, 
+ 0-91, while for the same sub-period the correlation between 
the price-index and the net yield of Consols (i.e. after deduction 
of income tax) in the succeeding year is found to be only + 0-72 
(A. 102-3). ‘‘ The implication is that the income tax is an effec- 
tive burden on the income, not thrown off through a movement 
in the yield.” The argument, which is not, however, very 
clearly expressed, seems to be as follows. In fixing the gross 
money rate of interest which they demand, people are affected 
by variations in the value of money, and not by variations in 
the value of money cum variations in income tax, since if they 
were affected by the latter combination, it is the net rate of 
interest and not the gross which they would seek to keep stable 
in commodity value. 

Now the significance of the high correlation between gross 
interest and the price-level is, as Mr. Coates himself admits, 
obscure. For year to year variations, the tendency of demanders 
and suppliers of capital to alter (though with a lag) the money 
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rate of interest offered and demanded so as to compensate for 
the change in the real rate which an expected rise or fall in 
prices would otherwise produce, plays, no doubt, in accordance 
with the well-known theorem of Professor Irving Fisher, an 
important part. So probably do the variations in the intensity 
of the real demand for capital which occur, more or less synchron- 
ously with variations in the price-level, in the successive phases 
of the trade cycle. But in making a broad comparison between 
interest-rates in a period of high prices and in a period of low 
prices, neither of these explanations will serve. In particular, 
for the purposes of such a comparison, the whole notion of the 
supply price of capital as depending on the level of commodity 
prices is invalid. For of course interest, unlike wages, etc., 
is expressed as a rate per cent. on capital, so that in comparing 
1924, say, with 1913, both capital and interest are affected 
alike by the fall in the value of money. So far as the high 
correlation between gross interest and the price-level results 
from the fact that both the rate of interest and the price-level 
fluctuate about a higher mean level in post-war than in pre-war 
years, it is quite clearly not significant, since the cause of the 
raised mean level is unquestionably different in the two cases. 
The higher mean level of prices is by universal consent mainly 
due to the increased supplies of money (including bank-credit) 
in circulation; while, as argued above, the higher mean level 
of interest rates cannot possibly be due to this cause, either 
directly or through the mediation of the price-level, but must be 
due to a relative shortage in the supply of capital as compared 
with the demand. Once this is realised, the comparative lowness 
of the correlation between net interest and the price-level ceases 
also to be significant. It is largely a reflection of the fact that 
the war, which caused an inflation of prices and a shortage of 
capital, led also to the imposition of a high income tax. 

The fact which leaps to the eye from Mr. Coates’ tables is 
that the net rate of interest is now about the same as it was in 
the years immediately preceding the war, i.e. the gross rate has 
gone up by just about the amount of the increase in income tax. 
Sir Alan Anderson seems to have been amply justified in pointing 
out (Qq. 9322-39, M. 674-5) that, if we are to talk statistics 
at all, the prima facie suggestion of the statistical evidence is 
that the tax has been added to the supply price of capital. In 
his reply to this suggestion, Mr. Coates seems to have taken a 
headlong leap (which Sir Alan was not quick enough to expose) 
into the fallacy explained above. For he suggested in effect 
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(Q. 9324-6) that since the net money rate of interest was un- 
changed, the net real rate had fallen (so that the gross real 
rate might therefore be substantially unchanged). As already 
stated, since both capital and interest are expressed in depreciated 
pounds, this argument is fallacious. There has been a real rise 
in the gross rate of interest, and its prima facie significance is 
what Sir Alan stated it to be—a relative shortage in the supply 
of savings. How far this shortage is due to the high income 
tax and how far to other causes is, of course, another matter : 
we are here back in the realm of opinion and general reasoning. 

§ 11. But Mr. Coates also uses the high correlation of prices 
with the gross rate of interest in another manner. In Q. 9105 
(M. 655) he constructs the following syllogism : 


Prices move with gross rate of interest, 
Prices do not move with income tax, 
.. income tax does not move with gross rate of interest. 


The minor premiss is apparently based on Mr. Coates’ own 
previous general reasonings about the marginal firm, and not 
on statistics; and since it asserts the very point which it is 
sought to prove (namely, that income tax does not affect prices 
even through the medium of the rate of interest), it seems to 
form rather a weak logical link in the chain of argument. 
Statistically, it is inconsistent with the very fact on which Mr. 
Coates lays special stress in his argument summarised in § 10 
above—the lower correlation between net interest and prices 
than between gross interest and prices. If it comes to correla- 
tions, it is worth noting that for the period 1908-24 the correla- 
tion between the rate of income tax and the price-level is + 0-94 
and that between the rate of income tax and the gross rate of 
interest is + 0:93. 

§ 12. In conclusion, I wish to make it plain that it is to the 
specific arguments which impressed the Committee, and not 
to their general conclusions, that I demur. While there is no 
theoretical absurdity in supposing that even over short periods 
the supply of existing business enterprise may be elastic, so that, 
in Mr. Tredwen’s words, people “ decline to do business because 

1 ** (Sir Alan) The net reward to the investor in gilt-edged investments has, 
it so happens, gone up so that he gets as much now as he would before the war.— 
(Mr. Coates) In terms of money ?—(Sir Alan) In terms of money.—(Mr. Coates) 
Not in terms of commodities ?—(Sir Alan) No, not in terms of commodities, but 
in terms of money. . . .—(Mr. Coates) I think when you turn it into terms of 
commodities it loses its whole point.” 


2 T am indebted to Mr. D. Barber, of Trinity College, for help in seeing through 
this particular tangle and for working out the correlations. 
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the reward for doing it would be inadequate,” there are strong 
reasons, based on common observation, for doubting whether 
this is, in fact, the case to any important extent. A high income 
tax will only have an important effect in reducing output and 
(monetary conditions remaining unchanged) raising prices if it 
checks the supply of new capital and business ability. But 
here again the whole history of social legislation and Trade 
Union activity suggests that even in the long period the elasticity 
of supply of these factors is far less than used to be supposed 
by economists, and far less than business men as a class are 
naturally inclined to suppose even now. Economists are familiar 
with the notion that the demand and supply schedules of any 
commodity are not really independent of one another, so that a 
permanent alteration of the demand schedule may lead to a change 
in the whole schedule of supply. It is quite possible that as a 
result of a prolonged high level of taxation business men as a 
class should revise their conceptions of what constitutes a 
reasonable rate of reward for enterprise, and it is not impossible 
that, as Mr. Coates argues in an interesting passage of his evidence, 
something of the kind has already happened.! Further, the 
whole tendency of modern economic reasoning is to lay less 
stress on the effects of this or that action in stimulating or check- 
ing the motives for displaying this or that kind of activity, and 
more stress on its effects in expanding or contracting the sources 
from which that activity emanates. A high income tax, the 
proceeds of which are devoted partly to debt reduction and 
partly to measures of public health and education, may well 
have a beneficial effect on the sources both of savings and business 
enterprise far outweighing any discouraging effect it may exercise 
on the incentives to display those activities. Finally, it is now 
realised that even if it can be definitely proved that a given 
measure has a perceptible effect on the balance in retarding 
the rate of accumulation of material wealth, that measure does 
not necessarily stand condemned. The time has come to sub- 
stitute reasoned judgments about what proportion of our 
national income it is proper for us to save for the blind fear of 
doing anything which may make that proportion less than it 
would otherwise have been. 


1 Q. 9406, M. 678. ‘‘ Man’s comparison between disutility and utility, effort 
and reward, is not a constant factor; it is a moving factor, and it is conditioned 
by the terms and circumstances in which the man lives. . . . One judges things 
differently according to the circumstances that may exist, and what may be not 
enough to tempt a man of fifty-five, may to-day tempt a man of twenty-five 
strongly, and you have got every degree in between.” 
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For these reasons, the general attitude of the Committee 
and their advisers—that if you throw enough taxation mud 
at the business man a good deal of it will stick—and their con- 
clusion that the reduction of the present rate of income tax is 
not a matter of pressing importance, seem to me wholly sound 
and admirable. That the technical arguments by which they 
believed themselves to be moved were unsound is not a matter 
of great importance, except in so far as accurate thinking is a 
good in itself, and except for the danger that those arguments, 
reinforced by the authority of great and respected names, may 
do damage in other connections. 


D. H. RoBERTSON 








POLITICS AND THE LAND 


Politics and the Land. By Ceci. Dampier WuetuaM, M.A., 
F.R.S. (Cambridge University Press. 1927. 6s.) 


In the gloom of the unfavourable season of 1927, it is 
encouraging to read Mr. Dampier Whetham’s useful contribution 
to the discussion of the difficult problems which arise out of the 
present conditions of the farming industry. ‘‘ Writing and 
ploughing,” said Jethro Tull, “are two different talents,” and 
he suggested that one man could not excel in both. But, as an 
owner and farmer of land, and as a Fellow and former tutor of 
a Cambridge College, Mr. Dampier Whetham may be said to 
combine the two talents to an unusual degree. Well constructed, 
pleasantly written, clear in statement, his book is marked by an 
admirable impartiality. In it are analysed the causes and effects 
of the depression in agriculture; the various remedies that have 
been proposed are passed in review; and, in certain salient 
features, the future of rural life in England is forecasted. 

The title of the volume should itself suggest a timely warning. 
Agriculture has already become the centre of fierce political 
controversy. But it is “ Politics” first, and “‘The Land ” 
afterwards. In this lop-sided country, with its disproportionate 
development of urban industrialism, that is the necessary order 
of priority. Unless, on national grounds, the agricultural industry 
could be withdrawn from party politics, the interests of a handful 
of food producers will always kick the beam when weighed in the 
balance against those of the mass of consumers. On this point 
Mr. Dampier Whetham is under no illusion. He admits that 
more might perhaps be urged in favour of special aid to agri- 
culture than can be pleaded for other staple industries. But he 
recognises, and frankly says, that subsidies or protection are, in 
present circumstances, impracticable. 

Nor has Mr. Dampier Whetham any doubt as to the true 
nature of the disease from which agriculture suffers. The prices 
obtainable for agricultural produce have fallen below costs of 
production. But the depression of the farming industry from 
this cause cannot be detached from that of other industries, or 
treated as a special episode. In the years 1920-21, in almost 
all countries, at the same period of time, throughout the whole 
range of production, a rapid and continuous fall of prices set in. 
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All commodities were affected by the collapse. In this country 
during January 1920 the price of agricultural produce generally 
and of wholesale commodities other than food had stood respec- 
tively at 213 and 215 per cent. above the pre-war level; in 
July and August 1923, both had fallen to their lowest points, 
namely, 44 and 47 per cent. above the pre-war level. A move- 
ment so universal and simultaneous must have had a common 
cause, and that cause was monetary. The war and its aftermath 
had reduced the financial system to chaos, and exaggerated all 
the evils which may result from monetary instability and the 
break-up of general price-levels. Unconsciously and irresistibly 
swept into this world-wide movement, the farmers of almost all 
countries were brought in 1921-23 to the verge of ruin. 

In periods of economic upheaval, like that which has been 
recently experienced, all industries necessarily feel the effect of 
a rapid fall in prices. But the worst sufferer is the farmer. It 
is upon him as an individual that the losses fall; they cannot, as 
in many other enterprises, be distributed among a large body of 
shareholders. His slow-moving machine is ill adapted to rapid 
movements of prices. The cropping of arable farms, in any 
given year, forms part of a plan of campaign which extends over 
a considerable period of time. The machinery cannot be suddenly 
reduced to half-speed, closed down, or switched off into other 
directions. Another disadvantage to which arable farmers are 
peculiarly exposed is rightly emphasised by Mr. Dampier Whetham. 
Like Mr. Enfield in The Agricultural Crisis 1920-23, he insists 
on the long interval between the farmer’s seed-time and his 
harvest. His turnover is, in fact, more protracted than that of 
other staple industries. On an arable farm the main costs of 
raising winter-sown cereals are incurred from twelve to fourteen 
months before the produce is marketed. When the general level 
of prices is rising, farmers make profits. When it is falling, no 
skill, and none of the ordinary remedies proposed, can save 
them from making losses. With this protracted turnover, the 
“economic lag” in costs of production behind the downward 
tendency of the prices of agricultural produce has worked dis- 
astrously. If the lag were purely economic, there would be little 
ground for complaint; but farmers urge with some truth that 
social and political reasons have interfered with its course. So 
far as costs of production consist of wages and railway charges, 
neither of these items of expenditure has been wholly left to the 
operation of free contracts and economic laws. On the contrary, 
both have been assessed by external tribunals at artificial rates. 
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The effect of this lag in costs of production may be illustrated 
from the cereal harvests of 1920, 1921 and 1922. The following 
are the prices of the three corn crops per quarter for those three 
years : 








Year. | Wheat. Barley. Oats. 
| 

| e. d. 8s. ad. 2) ie 

1920 86 4 73 7 45 7 

1921 49 0 48 1 28 4 

1922 40 9 35 (1 26 6 





In the autumn of 1920, farmers, anticipating the maintenance 
of good prices, faced the high costs of production which then 
prevailed for labour, seeds, rail transport, local rates and other 
items of expenditure. They prepared their land and sowed their 
winter wheat when wages, the most important item in farming 
costs, averaged 46s. 103d., or 160 per cent. above the pre-war 
level. But when in January 1922 the crop was marketed, its 
price had fallen to 44 per cent. above the level of pre-war prices. 
The net losses on the wheat and oats of the 1921 harvest were 
indeed considerably reduced by the sums paid under the repeal 
of Part I of the Agriculture Act of 1920 in compensation for the 
surrender of the guarantees. From this source British growers of 
wheat and oats received upwards of £18,000,000. 

Against the losses of the following harvest there was no set- 
off, and they were, in all probability, at least as severe. Costs of 
production still lagged far behind the falling prices of cereals. 
Rates continued to rise; charges for rail transport had not been 
reduced. The cost of labour was indeed declining under the 
action of the Conciliation Committees which replaced the Wages 
Board in October 1921. At the time when the chief expenditure 
was incurred, that is, in the months of September, October and 
November 1921, wages averaged 135 per cent. above the pre-war 
level as compared with the 160 per cent. of the preceding year. 
But this partial relief to the industry was discounted by a further 
fall in the prices at which the crop was marketed. 

During a great part of the critical period of 1921-23 the fall 
in the prices of wholesale commodites other than food was more 
rapid, and for some time greater, than that of agricultural produce 
generally. This advantage to the farming industry was due to 
the more gradual decline in the prices of beef and mutton, dairy 
produce, poultry and eggs. But by the spring of 1923 these 
products had also fallen to a point which, as has been previously 
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noted, brought the percentage decrease in agricultural produce 
generally three points below that of wholesale commodities other 
than food. So heavy and comprehensive a fall in the prices of 
their produce must have spelt ruin for those occupying owners 
who had bought agricultural holdings in 1917-21 on borrowed 
capital. It is, therefore, satisfactory to note that under the 
Agricultural Credits Act, 1923,.three and a half million pounds 
were advanced through the Public Works Loan Commissioners 
to purchasers who satisfied the conditions and regulations of 
the Act. 

The rapid appreciation in the purchasing power of money 
during the period does not wholly explain the fluctuations in 
the prices of specific products of agriculture. Seasonal and other 
variations in supply render the farming industry exceptionally 
liable to instability of prices, and their operation has aggravated 
the effects of that general lowering of price levels which resulted 
from monetary disturbances. The market for agricultural pro- 
ducts is constant. But it is also inelastic, and therefore it is 
peculiarly sensitive to, and disproportionately affected by, the 
slightest degree of surpluses or deficiencies, especially when the 
produce is perishable. Yet uniformity in agricultural production 
is unattainable. The yield of crops varies with each successive 
season and with the contraction or expansion of the cultivated 
area. To the influence on prices of these climatic and other 
uncertainties of home production must be added the influence of 
similar uncertainties in every importing country, and even of 
their rates of transport. Not only the yield but the quality of 
the crops varies with the caprice of the weather, and again 
prices are affected by the condition in which the produce is 
harvested. Finally, the prices actually realised by farmers for a 
considerable portion of their produce are influenced by the 
stringency of the financial pressure to which they are exposed. In 
bad times the discount for ready cash on their crops is ruinously 
heavy. Instances of these variations might be multiplied from 
the history of the last six years. Part at least of the decline in 
wheat prices in 1921 and 1922 was due to increased production 
on an extended area by the principal exporting countries. The 
slump in potatoes in the early months of 1923 mainly resulted 
from the exceptional yield of a favourable season. The exaggera- 
tion of the seasonal decline in the prices of milk, eggs and poultry 
in the spring of the same year was due to increased production 
of perishable commodities. The variations in the prices of 
carrots in the autumn months of 1921 and of 1922 illustrate the 
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changes in supply caused by differences between. the seasons 
and the effect of an extended area of cultivation. In 1921 the 
price of carrots per cwt., grown on 8,224 acres, was 13s. 7d. In 
1922 the area sown was 14,084 acres and prices sank to 2s. 11d. 
per cwt. The phenomenal drop in wheat prices after the harvests 
of 1922 and 1923 affords strong evidence of the financial difficulties 
of the industry. The same point is confirmed by the fall in 
September 1927. Unable to wait till their wheat had dried in 
the stack, many farmers have been compelled to thresh and 
realise at once, and, under a plentiful supply of wheat, often in 
poor condition, the market has broken badly. 

The readjustment of the disorganised industry of farming is 
necessarily a slow and even a painful process. Throughout the 
crisis the output from agricultural land has been maintained at 
pre-war levels; but it has continued to change in character from 
corn-growing to animal husbandry and diversified farming. 
Cattle have increased by 500,000, pigs by 580,000 on the figures 
of 1913. Sheep have increased and are now only 60,000 fewer ; 
but there is a significant decline in the heavy breeds of arable 
counties. The introduction of sugar beet on an area of 221,700 
acres shows the willingness of farmers to adopt new crops, and 
probably explains the addition to the area under wheat. The 
production of potatoes, fruit, vegetables, eggs and poultry is 
greater than it was in pre-war years. But under economic 
pressure more arable land has again been laid down to grass, 
bringing the total reduction of the area under the plough, as 
compared with 1914, to 690,000 acres. Mr. Dampier Whetham 
is at his best in discussing the preference of farmers for pasture. 
He shows that the economic lag between costs of production and 
prices on grass is shorter by six or seven months than it is on 
arable land. Grass-farming involves less expenditure and offers 
greater possibilities of profit; partly because of its quicker 
turnover, it is also safer. 

The condition of agriculture up to the harvest of 1927 was 
less unfavourable than might have been anticipated. The fact 
says much for the tenacity and courage of British farmers. But 
no permanent return to prosperity can be expected until the 
balance between prices of produce and costs of production is 
re-established, and the restoration of this equilibrium is only 
possible with a greater stabilisation of prices, not only by control 
over violent changes in the purchasing power of money, but by 
the regulation of the normal fluctuations in the prices of specific 
products of agriculture. The two problems are distinct and the 
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nature of the remedies for their respective solutions is entirely 
different. 

Little attention has been given in political discussion to those 
general disturbances of price-levels by monetary causes which, 
from time to time, inflict on the community widespread industrial 
depression and unemployment. The probable explanation is 
that the subject is too difficult to form a telling party cry. One 
hopeful proposal is found in the Resolutions of the Financial 
Commission of the Genoa Conference in 1922. Here were at 
least recognised the need and the means of controlling fluctuations 
in the purchasing power of gold through common action by 
international agreement. For the time, the Resolutions lie out- 
side the range of practical politics. But they are on record for 
future use. Mr. Dampier Whetham, however, goes further. 
He argues against the retention of gold as the basis of currency, 
and urges that some more stationary standard should be adopted 
than a commodity which falls or rises in value with the abund- 
ance or scarcity of its supply. The important question which 
Mr. Dampier Whetham raises may some day become a burning 
subject of political discussion. For the present, however, it may 
be enough to say that an effective gold standard has now been 
rebuilt, and a certain steadiness in general price-levels secured. 
In the past the machinery of credit on the gold basis has worked 
smoothly. In the future more is expected from its use. Good 
may come out of much evil, if recent experience is turned to 
account. Banks possess powerful instruments for the control of 
trade fluctuations. What is now asked of them, and particularly 
of the Treasury and the Bank of England, is that in internal 
finance they should adopt a new principle of policy, deliberately 
use their powers to maintain sterling prices at a stable level, and 
employ their resources to regulate their movements. If this 
principle were followed, discount rates would be lowered or 
raised, and credit expanded or restricted, not with the object of 
preserving reserve ratios, but with that of counteracting the 
causes of those feverish fluctuations of general trade which easily 
develop into booms or slumps. 

By combined action on the lines of such a policy, recurrences 
of violent monetary disorders might be in normal times pre- 
vented. Agriculture, in common with other industries, may 
therefore hope to be freed from the paralysis of sudden economic 
upheavals. But though financial remedies remove the general 
cause of industrial depression, they do not touch the special 


problems of agriculture. On these one general observation may 
RR2 
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be hazarded. Without greater steadiness of prices it is unlikely 
that the balance between them and costs of production can be 
restored or maintained, and until the market for agricultural 
produce is rationed, it will remain unstable and hypersensitive, 
reflecting in variations of value the slightest symptom of deficiency 
or excess. Some degree of regularity of supply can be achieved 
by co-operative marketing. In such methods foreign farmers 
have found salvation from difficulties which British farmers 
aggravate by their almost fierce individualism. Admirable as is 
their spirit of sturdy independence it must submit to modern 
conditions. Farming to-day is more than a “one man’s job.” 
Captains of other industries, not more highly capitalised than an 
average farm, are assisted by a competent staff where each 
individual farmer is alone and unaided. Farmers therefore 
cannot be reasonably expected to organise collective trading for 
themselves. But until a definite practical scheme of co-operative 
marketing has been prepared for dealing with a single product, 
or closely allied group of products, and submitted to the National 
Farmers’ Union, the principle will rank with vague phrases like 
co-ordination and correlation, which blanket the interest of 
agricultural audiences. 

Incidentally, it may be added that, through co-operative 
marketing, the difficulty of credit adapted to the protracted 
turnover of farmers may be partially solved. Suppose that an 
Association was formed in the eastern counties to pool the wheat 
of the district and regulate its supply to the market. The pool 
forms a security on which banks would advance money to the 
Association for distribution to the individual producers, who 
would thus escape the necessity of realising their crops at a 
ruinous discount for ready cash. On a small scale and in excep- 
tional circumstances, the principle has been tested in this country. 
In 1917 individualism would have ruined all but the strongest of 
those engaged in the hop industry ; co-operative marketing saved 
them all—small as well as great. The produce was compulsorily 
pooled in the hands of a Committee of producers, dealers and 
brewers, and through the Committee 80 per cent. of the estimated 
value of the crop was advanced to producers for the current 
expenses of the year. On similar lines the United States have 
legislated for ‘“‘ intermediate credit ” and so saved thousands of 
farmers from bankruptcy. Our own Agricultural Credits Act 
(1923) failed to create Credit Societies on continental models. 
American methods, worked through our own network of pro- 
vincial banks, promise better prospects of providing that agri- 
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cultural credit which a disastrous season has rendered a crying 
need. 

It is important that the British public should understand the 
causes of agricultural depression because to their decision rival 
political parties submit their programmes of remedies or pallia- 
tives. Equally important is it that they should understand its 
extent. Conditions have beeri exaggerated to create the impres- 
sion that British farmers owe their misfortunes to their own 
incompetence. Mr. Dampier Whetham’s protest against ex- 
aggeration will be confirmed by most men of practical experience. 
No one suggests that there is not room for improvement in 
British agriculture. But before the present system is rooted up 
it is well to remember that, in this country, agricultural land 
equipped for cultivation is cheaper to buy or rent than elsewhere 
on the Continent or in the Australian Commonwealth; that the 
real wages of agricultural labour, low though they are, are higher 
here than in any European country; that if the productivity of 
the cropped area of land is less than that of Belgium, it is equal 
to that of Holland, Germany or Denmark, and higher than that 
of France; that through the expenditure of the private money 
of landowners in the equipment and maintenance of their farms, 
English farmers enjoy the use of an immense capital, estimated 
by Mr. Thompson at £815,000,000, at rates of interest consider- 
ably below those at which the Government is able to borrow; 
and, finally, that in crop production good farmers inherit a wisdom 
to which science can add little or nothing, and that, in all that 
relates to animal husbandry, they have no superiors in the world. 

ERNLE 











FINANCIAL RELATIONS OF THE STATES AND THE 
COMMONWEALTH OF AUSTRALIA 


In September 1924 I outlined in the Economic JouRNAL the 
main features of the financial relations of the States and the 
Commonwealth since the establishment of federation, and 
discussed the abortive conference of 1923 at which the Common- 
wealth sought to commit the States to a proposal under which the 
per capita payments of 25s. to the States would be terminated 
and the Commonwealth would give up a portion of its income tax. 
The subject has been a major political issue in Australia in the 
past four years, further conferences have been held and proposals 
for its solution have been made by students of the problem. At 
an important conference of the States and the Commonwealth 
held in Melbourne in June last, a basis of agreement was reached 
upon which legislation in the several Parliaments is pending. 
This is a convenient moment for bringing the former article 
up to date, and briefly outlining the nature of the settlement now 
arranged. 

In the period from 1923 to 1927 the chief facts relating to the 
problem may be stated as follows : 

(i) The customs and excise revenue has steadily expanded, 
due partly to the increase in the tariff and partly to the growth 
of imports stimulated by prosperity at home and borrowing 
abroad. Thus the percentage of indirect taxation to total 
Commonwealth taxation increased from 66 per cent in 1923 to 
72 per cent. in 1926, while the proportion of indirect taxation to 
total taxation of the Commonwealth and the States increased 
from 48 per cent. to 50 per cent. only in this period. Whilst the 
yield of direct taxes levied by the Commonwealth has been 
stationary in the past three years and the rates steadily declining, 
the States have found it necessary to increase taxation, the total 
return having risen from £18,740,000 in 1923 to £23,452,000 
in 1926. The Commonwealth in this period abandoned the 
land tax on leasehold properties, but retained the tax on 
freehold. 

(ii) Slight changes had been brought about in the financial 
relations of the States and the Commonwealth on account of the 
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special difficulties of Western Australia and Tasmania. After 
investigations by the Commonwealth, both States received 
special grants amounting in the case of the former to £450,000 per 
annum for five years, and in the latter to £378,000 per annum for 
two years. 

(iii) A second conference was convened in May 1926 at which 
the Commonwealth proposed that the delimitation of spheres of 
taxation should be made on the principle that the Commonwealth 
should levy indirect taxes and the States direct taxes. As a 
first step in this direction the Commonwealth suggested that it 
should retire from the field of income tax on individuals, that 
the per capita payments should cease and that temporary assist- 
ance should be given to the States to prevent dislocation in their 
finances in the transition period. This scheme was quite 
unacceptable to the States, which insisted on their moral rights 
to some portion of the revenue from customs and excise. The 
attitude of the States was expressed at a special conference of 
the State Premiers held in June, when it was declared ‘“‘ that 
there should be no departure from the basis upon which the 
financial relations of the States and the Commonwealth have 
rested without the fullest consideration at a constitutional session 
and the approval of the people at a referendum.’’! 

(iv) Meanwhile, on June 4th, the Federal Treasurer had 
introduced a Bill for the cessation of the per capita payments. 
On this occasion he submitted an amended scheme under which 
the Commonwealth would surrender land tax, estate duties, 
entertainments tax, and.40 per cent. of the income tax on both 
individuals and companies. As in all other Commonwealth 
proposals, the Treasurer was able to show that the total amount 
of taxation surrendered by the Commonwealth was greater than 
the per capita payments which would be terminated.? 

It is not necessary to repeat the objections against these 
schemes for adjusting financial relations. They are fully set out 
in the previous article. Acute differences between the States and 
the Commonwealth arose out of the situation brought on by the 
latter in using its legislative powers to terminate the per capita 
payments. The Bill was not passed until March 1927, and the 
general opposition to the measure and to the policy of the 
Commonwealth Government was largely responsible for the new 


1 Report of Conference of Commonwealth and States, May 1926 (Common- 
wealth Parliamentary Papers, No. 28), and Report of Conference of State 
Premiers, June 1926 (Victorian Parliamentary Papers, No. 17). 

2 Commonwealth Parliamentary Debates, 1916, No. 25, pp. 2677-91, 
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proposals that were put before the conference in June of this year. 
The rapid growth of the public debt and the increasing need of 
some measure of control over borrowing and a specific scheme of 
debt repayment were also factors leading to a more satisfactory 
settlement of financial relations. Towards this end a Loan Council 
had been set up in 1923 for the purpose of securing co-ordination 
in borrowing.! All States except New South Wales joined the 
Commonwealth in this Council, which arranged the programme of 
borrowing each year, though not exercising any rigorous control 
over the amount each authority would borrow. Another measure 
designed to promote a better borrowing policy arose out of the 
migration agreement with Great Britain. During the next ten 
years an amount not exceeding £34,000,000 is to be made available 
by the British Government at low rates of interest. These funds 
are to be used for the settlement of immigrants, and it is expected 
that a total of 450,000 will be absorbed in this period. Schemes 
for the expenditure of these funds are to be arranged by the 
Development and Migration Commission set up in 1926 for this 
special purpose. An important feature of the Act setting up this 
Commission is the provision that the Commission must approve 
of all schemes for the expenditure of the loan money stipulated in 
the agreement. This has the effect of taking some part of loan 
expenditure out of the hands of governments, though the funds 
must be expended with the approval of governments, who will 
ultimately be responsible for repaying the loans. 

Another factor bringing the debt question into the discussion 
of financial relations was undoubtedly the criticism both at home 
and abroad concerning the growth of the debt and the unsatis- 
factory provision for repayment.? Statistics of the growth of the 
debt have been used with great effect by critics, and whilst the 
discerning student can point to many errors in the popular 
interpretation of the position, the discussion has had good results 
in forcing governments to make greater provision for repayment. 
The total debt of the States and the Commonwealth increased from 
£828,000,000 at June 30th, 1921, to £1,014,000,000 at the corre- 
sponding date in 1926. Of the increase, £138,000,000, or approxi- 
mately 75 per cent., was raised abroad. The annual interest 
burden on the overseas debt rose from £17°4 in 1921 to £25-4 
millions in 1926. Many misleading statements are made con- 


1 The Economic Record, May 1926. 

2 See especially the pamphlet by Messrs. Cooke and Davenport, Australian 
Finance, published in London just prior to the Imperial Conference of October 
1926. 
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cerning this burden, which is in no way beyond the capacity 
of the country. The following table is of interest on this 
point. 


(Figures in £ millions.) 























Interest. Proportion of 
Year Production. Taxation. 
J —— Overseas Total 
une is iy 2, 
L II. TI. IV. II toI. | III. toI. 
s. £. £. Se Of. % 
1911 188-4 6-8 9-6 18-5 3-6 5-1 
1918 291-8 15-5 33-6 44-8 5-3 11-5 
1923 379-4 20-0 46-0 68-6 5-2 12-1 
1924 400-2 22-4 48-7 70-9 5-6 12-1 
1925 454-1 24-2 52-2 74-5 5-3 11-5 
1926 430-4 25-4 56-2 77°8 5-9 13-1 











Figures for production include only certain- industries and 
should not be confused with national income, which is probably 
half as large again on the average. For purposes of comparison 
the proportion of the interest to production shows the real burden 
over the period. But when allowance has been made for the ratio 
of debt burden to production it must still be recognised that the 
debt has been increasing at a very rapid rate, and there is no 
likelihood in the immediate future that the rate of increase will 
decline. Moreover, with the exception of the Commonwealth 
debt and the debt of Western Australia, little provision has been 
made for redemption. While there is a tendency to attach undue 
importance to sinking funds, or other measures for dealing with 
the debt, it has been found necessary to meet the wishes of 
investors abroad by arranging for a definite scheme of repayment 
in connection with each loan. It was in these circumstances 
that the Commonwealth brought forward fresh proposals at a 
conference last June. As these were agreed to with slight 
modifications of detail by the States, they may be quoted as 
follows according to the memorandum of the Commonwealth 
placed before the Conference. 

Briefly stated the proposal is : 


(i) The Commonwealth is to take over the whole of the 
public debts of the States. 

(ii) The Commonwealth to apply £7,584,912 annually 
from its revenues towards payment of the interest charges ; 
the States to contribute the balance. 
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(iii) Properly safeguarded Sinking Funds to be established 
in respect of existing State debts and new borrowings, and the 
Commonwealth to make substantial contributions to those 
Sinking Funds. 

(iv) The management of debt and future borrowing on 
behalf of the Commonwealth and the States to be vested in an 
Australian Loan Council consisting of a representative of the 
Commonwealth and a representative of each State, such 
Council to be given powers under a Constitutional amend- 
ment. 

(v) A final settlement in respect of ‘‘ Transferred Pro- 
perties ”’ based on the Commonwealth assuming the liability 
for interest and principal of an equivalent amount of States 


debts. 


The advantages of this arrangement are obvious. In the first 
place, there is no disturbance to the present system of taxes. In 
particular, no effort is made to make the States wholly responsible 
for the income tax, or to cause undue dislocation of their finances 
through the abolition of the per capita payments. The Common- 
wealth cannot now become solely dependent upon customs and 
excise, and this is a most satisfactory feature of the scheme. 
Secondly, the moral right of the States to some proportion of the 
customs revenue is maintained, for the Commonwealth not only 
assumes liability for interest on the State debts to an amount of 
£7,585,000, but it proposes to contribute towards a sinking fund 
for the extinction of the existing debts at the rate of 2s. 6d. per 
cent. per annum. This will amount to £808,000 per annum for 
58 years.! In addition, all new debts created by the States are 
to be paid off through a sinking fund of 10s. per cent. per annum, 
of which the Commonwealth will contribute 5s. Assuming that 
the present rate of borrowing is sustained, the annual increase in 
the liability of the Commonwealth on this account would be 
approximately £90,000, whereas under the per capita payments 
with a population increasing at the rate of 2 per cent. per annum 
the annual increase at present would be £150,000. The obligation 
of the Commonwealth is increased by a rise in the rate of interest 
on transferred properties (buildings and equipment taken over at 
the time of federation) from 34 per cent. to 5 percent. If the 
scheme were applied to the year 1927-8, the following would be 
the effect upon the Commonwealth Treasury : 


1 It should be noted that the proposal requires the States to contribute to a 
sinking fund on existing debts at the rate of 5s. per cent. per annum. 
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Commonwealth Payments £ 


Contribution towards interest on State debt . 7,585,000 
Sinking fund of 2s. 6d. per cent. on State debts 808,000 








Increased interest on transferred properties . 165,000 

Total . . 8,558,000 

Payments under per capita system . 7,735,000 
Increase in Commonwealth payments to the 

States. ‘ . ‘ ; ‘ ‘ 823,000 


(There would also be an obligation of some £90,000 on 
account of sinking fund on new State debt.) 

Obviously the States stand to gain in the immediate future. 
Under the old arrangement they would be entitled to receive 
increased per capita payments of some £150,000, but in the first 
year of the new scheme they will receive over £900,000. If 
borrowing increases at a rate of £36,000,000 per annum, an 
unenviable prospect, the contribution of the Commonwealth will 
increase at a rate of £90,000 per annum, and it will be fifteen years 
before the contribution of the Commonwealth would be less than 
it would have been under the old per capita scheme. 

A third advantage lies in the settlement of the debts. Clause 
105 of the Constitution gives Parliament the right to “‘ take over 
from the States their public debts ” and to apply the surplus 
revenue of the Commonwealth payable to the States, as defined in 
Clause 87, to payment of interest on the debts taken over. In 
1910 a referendum had sanctioned an alteration in this Clause, 
which originally restricted the debts that could be assumed by the 
Commonwealth to those“ existing at the establishment of the 
Commonwealth ”; but as another proposal designed to make the 
per capita system a permanent feature of the Constitution was 
rejected, no action was taken concerning the debts. Under the 
present agreement Clause 105 is to be again amended in the 
direction of giving Parliament power to make laws with respect 
to the State debts “for carrying out or giving effect to any 
agreement made or to be made between the Commonwealth and 
the States.”” There is every prospect that this amendment will 
be carried. If so, it is only the second substantial alteration of 
the Constitution despite several attempts. Both changes will 
refer to the one section dealing with State debts and will fasten 
on the Commonwealth a definite obligation in return for any 
increased powers granted. Though the provision of sinking funds 
will bulk largely in popular discussions and will appease the 
investor abroad, by far the most important feature of the debt 
settlement is the allotment of a portion of the customs revenue to 
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the payment of interest on the State debts. Amendments to the 
Act providing for the Loan Council will also have beneficial effects 
in promoting a common discussion of the effects of heavy 
borrowing, and in securing uniformity of conditions for new issues 
and conversions of existing debts. The sinking funds will raise 
the value of the stocks of some States and secure a slightly better 
rate of interest, while the obligation to set aside 5s. per cent. on 
all new issues will serve as a slight check upon borrowing. As 
these sinking funds will be administered by the National Debt 
Commission, which controls the present Commonwealth sinking 
fund, there is some guarantee that the fund will not be raided by 
needy States, or used to justify a heavy and growing deficit, as 
has been the case in some States, notably Western Australia. A 
special feature of the proposals concerning sinking funds is the 
stipulation that loans to cover up deficit must bear sinking funds 
of 5 per cent. Against these gains from the sinking funds must 
be set the increased taxation required. Where the loans are for 
really sound development works they should furnish soon after 
their expenditure the increase in production allowing heavier 
taxation. Whilst the rate of borrowing overseas continues as at 
present, the sinking fund should make the transfer problem a 
little less difficult. By providing funds in Australia which may 
be used to purchase securities in London or New York, the amount 
of capital flowing in will not be equal to the full amount of the 
loans raised abroad. From this point of view the sinking fund 
has the merit that it will assist in preparing for the time when the 
loans abroad decline in importance and the full burden of interest 
and debt repayments fall on the export trade. But clearly this 
result could be obtained by reducing the loans raised abroad by 
the amount of the sinking fund now stipulated. 

One further comment may be made. The agreément now 
reached implies a complete reversal of policy on the part of the 
Commonwealth Government. For the past six years it has been 
animated with the desire to reduce direct taxation as much as 
possible in the mistaken belief that it should return to the pre-war 
policy of complete dependence upon customs and excise. It is 
not necessary to repeat that this policy was objectionable in both 
theory and practice. But what amazes the student of the problem 
is that a government which had consistently made such bad pro- 
posals should now be responsible for a scheme which is perhaps the 
most satisfactory readjustment of the relations of the States and 
the Commonwealth since federation. D. B. CopLanD 

The University of Melbourne, 
August 1927. 
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REVIEWS 


Theory of International Prices. By Pror. James W. ANGELL. 
(Harvard University Press. 1926. Pp. 571. 21s.) 


Tuts beok is described as ‘‘ History, Criticism and Restate- 
ment.” It is divided into two unequal portions. One (Parts I 
and II, pp. 1-360) is a critical history of thought and opinion ; 
the other and shorter portion (Part IIT, pp. 361-474) is theoretical. 

The former portion is a really excellent piece of work. It is 
of a type not often undertaken. The comparison which naturally 
suggests itself is Professor Cannan’s book on Theories of Value. 
Like him, Professor Angell has taken a certain section of Econ- 
omics, and has both described and criticised the views held by a 
number of economic writers upon it. 

But Professor Angell has dealt with a far greater number of 
writers and a greater range of views. In such a work intensive 
analysis such as Professor Cannan achieved could not be 
attempted, yet Professor Angell has successfully avoided the 
obvious danger of compressing them into a mere catalogue. 

The manner in which he has given unity to his survey of 
opinion on an extensive and intricate subject is itself noteworthy. 
He has so traced the development of doctrine as to exhibit the 
contributions made by each successive writer to the whole as a 
criticism of his predecessors or contemporaries. Under Pro- 
fessor Angell’s guidance we see the theory of international trade 
being steadily built up, stone by stone. 

He shows us exactly what Ricardo contributed, and how much 
of what is often regarded as his doctrine really came from Hume 
or Thornton. We see the intrusion of the theory of the money 
market and bank rate into the theory of foreign trade. Along 
with the “ joint intellectual authorship ” of Sidgwick and Mar- 
shall, place is found for the important contribution of Giffen to 
this branch of the subject and for the eccentric flashes of Macleod. 

Part I, which deals with English and American thought, starts 
from the Mercantilists of the seventeenth century and carries the 
history down to the present day. 

Part II traces French thought from the eighteenth century, 
German and Austrian from 1860, Italian from a more recent date. 

If the international influences revealed are interesting, the 
international barriers are sometimes even more remarkable. 
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Again and again the isolation of one country from another has 
to be recorded, or their mutual influence is shown to be slight 
and ephemeral. 

What is equally striking is the way that, especially in France, 
writers have been ignored by their contemporaries and their 
successors, and their views have had to be rediscovered. 

The theoretical part of the book, in which Professor Angell 
expounds his own opinions upon his subject, has been rather 
crowded out by the historical and critical. It might well have 
occupied an entire separate volume. 

A suggestive chapter on the relationships between national 
price structures discusses the cases in which the working of the 
market does not effectively link together the prices of similar 
products in different countries. 

There follows an exposition of the manner in which equilibrium 
is maintained in the balance of payments. Professor Angell’s 
contribution to this problem is ingenious, but not altogether 
convincing. He assumes the balance of payments between two 
countries to be disturbed, e.g. by a loan raised in one to be spent 
in the other. The borrowers, receiving the proceeds in the 
lending country, will seek to remit them, and will buy bills on 
their own country. The supply of bills in the hands of the banks 
of the lending country will be diminished and those in the hands 
of the banks of the borrowing country will be increased. To 
these changes in banking assets will correspond equal changes in 
liabilities, that is to say, in deposits, which supply the means of 
payment. 

That this process, when it occurs, tends to diminish the 
supply of the means of payment in one country and to increase 
it in the other is worthy of note, and has, I think, hitherto been 
neglected. But it is not in itself adequate to form the foundation 
of a comprehensive theory. In the first place it is of insufficient 
generality; the transmission of funds may take place without 
any change in banking assets. And secondly, the effect is transi- 
tory; so long as there is no movement of gold, and the cash 
resources of the banks in the two countries remain unchanged, 
the deposits in both will tend to return to their former level. 

A chapter on dissimilar currencies and the effects of deprecia- 
tion is mainly statistical. It is an attempt to test by the French, 
English and German experience of the post-war years the order 
of events as between a rise of prices, an unfavourable exchange, 
and an increase in the note issue. 

Professor Angell is not always quite at home with English 
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statistics. He finds that private deposits at the Bank of England 
reached a peak in February 1920. ‘“‘ But they then declined 
prodigiously in consequence of the severe advance in the bank 
rate.” 

“The correction of the exchanges coincided with the fall in 
private deposits at the bank and is explained by it. In the first 
instance the improvement in the exchanges and prices and the 
note circulation were therefore entirely due to the rigorous 
contraction of private credit which the bank enforced.” 

It is usually unsafe to draw inferences from the fluctuations 
in private deposits at the Bank of England. If they fell from 
£173 millions on the 25th February, 1920, to £101 millions on the 
31st March (as Professor Angell says, “‘ 60 per cent. of the February 
figure ’’), the explanation is to be found in the maturity of a 
large block of Exchequer Bonds in February, necessitating a 
purely transitory rise of Government securities from £46 millions 
on the 4th February to £87 millions on the 18th. On the 31st 
March Government securities had fallen (through repayment of 
Ways and Means Advances) to £20 millions. Private deposits 
were actually higher both on the 24th March and on the 7th 
April than at the beginning of February. The “ severe advance 
in the bank rate”’ occurred on the 15th April. 

The concluding chapter on Ratios of Exchange is well handled, 
but is little more than a sketch. 

It is very much to be hoped that Professor Angell will elaborate 
his theories of foreign trade in a future volume. 

R. G. HAwWTREY 


Kritischer Beitrag zur Theorie des internationalen Handels. By 

Dr. H.Weicmann. (Jena: Gustav Fischer. 1926. Pp. 82.) 
Weltwirtschaft und Weltanschauung. By A. SaRTORIUS VON 

WALTERSHAUSEN. (Jena: Gustav Fischer. 1927, Pp. 172.) 

THE theory of International Trade has recently received 
considerable attention in Germany. There is the work of Alfred 
Amonn, Ricardo als Begriinder der theoretischen Nationalékonomie. 
There is the controversy conducted in the Weltwirtschaftliches 
Archiv two years ago by Boehler, Kotsching and Harms. Dr. 
Weigmann rejects the argument of Boehler that the classical 
theory of International Trade should be regarded as ‘‘ applied 
theory”? and not (as Harms holds) as “ universal economy.” 
The main purpose of his work is to consider whether the phenomena 
of International Trade are such as to find their solution in the 
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same theory of exchange which furnishes the explanation of the 
facts of domestic commerce. He expounds carefully the views of 
Ricardo, Mill and Edgeworth. His conclusion is, however, 
unfavourable to the treatment of International Trade as a distinct 
branch of economic doctrine. ‘“ The theory of International 
Trade, regarded from the point of view of theory, is theory and 
nothing more than theory; regarded from the point of view of 
applied economics, it is the unfortunate product of a mixed 
marriage of theory and commercial policy.” At the same time, 
Dr. Weigmann notes that the Theory of International Trade is 
capable of a remarkable extension—an extension which renders 
superfluous a separate theory of International Trade. Dr. 
Weigmann insists upon the importance of keeping the discussion 
of the question free from all open or concealed political notions, 
and himself outlines a theory which may serve as a basis for an 
a-national consideration of world economic relations in the sense 
of competing markets. This is to form the subject of a future 
work, the appearance of which is dependent upon certain 
statistical experiments which he is now conducting’ 

“ Weltwirtschaft ” forms the main topic of Professor von 
Waltershausen’s latest work, but the value of his contribution to 
the subject is less significant than we might have expected from 
the author of Deutsche Wirtschaftsgeschichte. His treatment of 
the problem is vague and discursive—a loosely compounded 
mixture of economic doctrines, economic history and numerous 
‘* obiter dicta ’’ about the perverse blindness of the working class 
and the post-war economic distress of Germany. The first part 
of the book is devoted to a consideration of Individualism and 
Socialism, and an exposition of the theories of Adam Miiller, Carey, 
List and Lorenz von Stein in relation to (1) their philosophical 
background, and (2) their connection with ‘‘ Weltwirtschaft.”” By 
this method, Professor von Waltershausen hopes to elucidate the 
essential character of ‘“‘ Weltwirtschaft.’”’ This first part of the 
book is much superior to the second. In the second part an 
attempt is made—still from the angle of ‘ Weltwirtschaft ’’— 
to apply the theories to two specific problems, the wages problem 
and the external economic policy of the State. The attempt 
throws no new light upon these problems. 

J. LEMBERGER 
The University of Belfast. 
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The Gold Standard in Theory and Practice. By R. G. HAWTREY. 
(London: Longmans, Green & Co. 1927. Pp. viii + 124. 
Price 3s. net.) 


Tuts book comprises four lectures delivered for the Institute 
of Bankers in November and December 1926, and printed in the 
Institute’s Journal for January to April 1927. 

Mr. Hawtrey begins by trailing his coat in a rather unneces- 
sarily provocative manner. In the Preface he declares that 
*‘ Currency is better explained in terms of credit than credit in 
terms of currency,” and on p. 1 of the text he alleges that ‘‘ econo- 
mists have been inclined to teach ”’ that the usage of the precious 
metals as a measure of value and medium of exchange “ is so 
firmly established that it approximates to a moral principle, as if 
the use of a metallic currency were somehow essential to honest 
dealing.” Surely it is some bankers and other business men 
rather than ‘“ economists’ who regard gold as -a heaven-sent 
medium of exchange and an immutable standard of value. The 
economists have generally had some ideal in their minds which 
they thought better, though for the moment unpractical, and they 
have often been looked on with suspicion by the bankers in 
consequence. Having thus ruffled most of the expounders of 
monetary theory and the economists, Mr. Hawtrey proceeds to 
tickle the historians and lexicographers by alleging that money 
cannot exist until something is made legal tender by law. As we 
can scarcely suppose the Hittites of Abraham’s time had passed 
any legal-tender legislation, it must be a mistranslation to make 
the shekels which Abraham paid for the cave of Machpelah 
“money,” and Mr. Hawtrey thinks “standard money’ dis- 
appeared in England during the earlier part of the 1797-1821 
“ Restriction,” when guineas had disappeared and bank notes 
had not yet been made legal tender. But surely there is no doubt 
about the truth of the commonplace belief that legal-tender 
legislation was merely legislation directed towards removing 
doubts about the meaning of contracts to pay specified amounts 
of the unit of account. History repeated itself in this respect 
when Lord King’s attempt to collect his rents in guineas at 20 to 
21 “‘ pounds,” though they were specified in ‘‘ pounds” caused 
the British legislation to provide that ‘‘ pounds” were to be 
taken to include Bank of England notes. 

On p. 10 Mr. Hawtrey adopts what seems an heretical view : 


‘The amount of monetary units which people have to offer is the total of 
their incomes. The national income of this country is estimated at £4,000 
No. 148.—voL. XXXVII. S$ 
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millions or, say, £11,000,000 a day. That means that the total demand for 
goods and services of all kinds averages £11,000,000 a day.” 

In one sense of ‘‘ spending,” at any rate if we overlook some 
difficulties about additions to capital, the proceeds of some taxes, 
and newly created additional currency, it is doubtless true that 
the money “‘‘ spent ” in a year is equal to the money-income of the 
year; but does that justify the proposition that the amount of 
money which people “ have to offer’”’ [in a year] is the total of 
their annual [money] income? Can we exclude the working 
expenditure of producers and distributors when dealing with 
monetary theory in relation to prices?) The money which these 
people spend may be, and no doubt generally is, recovered from 
the ultimate consumers, but it may be “ lost,’ and mistakes of 
optimism and pessimism lead its spenders to make mistakes 
which have important effects on the purchasing power of money. 
The orthodox plan of thinking of all kinds of offers of money for 
goods and services seems distinctly preferable, though we require 
to be careful not to fall into the error of imagining a gigantic barter 
of “all the goods on the one side”’ and “‘ all the money on the other.” 

But after a rather dubious beginning the book goes very well. 
‘* People,” we are told (p. 15), ‘‘ who carry on the business of bank- 
ing for profit cannot be expected to exercise a check upon lending.”’ 
The check is to be imposed ‘‘ by the authority which issues money.” 
This is a “‘ heavy responsibility,’ owing to the difficulty of deciding 
in any set of circumstances whether, and if so what, action is 
called for. ‘‘ The gold standard may be regarded as a device for 
enabling the authority through which money is issued to solve 
this problem in a rough-and-ready way.” The problem is solved 
by the authority abandoning the exercise of its discretion: 
“The supply of money is simply the supply of gold... . The 
value of the monetary unit is equated to the value of a specified 
quantity of gold, and the value of gold is determined, like that 
of any other commodity, by free dealings in a market.” A 
‘“‘ mechanical ”’ limit is substituted for a discretionary one, and 
though Mr. Hawtrey does not say it in so many words, we may 
gather that he regards the mechanical limit as superior to the 
discretionary limit in single countries working separately, 
although it will not hold in troublous times unless “ wisdom and 
courage’ are present. ‘‘ In 1914 the financial authorities of 
the world were found wanting,” and “the difficulties of war 
finance were enormously increased by various expedients of an 
inflationary tendency ” (p. 90). The mechanical device is capable 
of considerable conscious adjustment: civilised countries must 
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make up their minds to adopt the Genoa Conference recom- 
mendation of enlarging their stores of gold when gold threatens 
to fallin purchasing power, and to diminish them when it threatens 
to rise. It may seem rather absurd to work gold mines merely 
to increase unnecessary stores, but this expense is trifling in 
comparison with the advantages gained (p. 103), and the advan- 
tage of stability in the foreign exchanges is particularly great 


for Great Britain (p. 106). 
EpwINn CANNAN 


Money. By Evwin Cannan. 5th Edition. (London: King. 
Pp. 120. 3s. 6d.) 


Tue fourth edition of Professor Cannan’s excellent little book 
was reviewed in the Economic JouRNAL for June 1924. The new 
matter added in the fifth edition is not very extensive. A short 
section has been inserted to show that the rise of prices during the 
war could not be explained by a “ scarcity of commodities.”’ 
Production did not diminish during the war, but was diverted to 
munitions, military service, etc., and on balance was largely 
increased. 

A more controversial feature is a passage briefly relating the 
return of this country to the gold standard, together with two 
appendices describing the method of issuing Currency Notes and 
the operation of the Gold Standard. 

Here Professor Cannan makes the mistake of attributing too 
much initiative to the Treasury in currency administration. He 
speaks of the Currency Notes Account selling its notes to the Bank 
of England “ in much the same way as dealers in gold used to sell 
gold bullion to it.’”’ The comparison is misleading. The Bank of 
England never holds currency notes, as it holds bullion, and con- 
sequently never itself buys them. The initiative rests solely with 
the customers of the Bank, who draw out what notes they require 
in exchange for a debit against their deposits. The Government 
draws out notes and pays for them on exactly the same footing as 
other customers of the Bank, only for the purpose of payments 
(such as dockyard and wages) which have to be made in cash. 

The seller of a sum of gold bullion to the Bank brings about 
the issue of an equal amount of Bank of England notes, which 
swell the assets of the Banking Department, and increase the 
supply of cash in the money market. The Treasury does not 
produce these effects except when it borrows from the Bank on 


Ways and Means. 
ss2 
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Professor Cannan describes as “‘ the most insidious and the 
most dangerous of all the arguments in favour of increasing 
issues ”’ the plea that the issue of notes is “‘ ‘ automatic,’ as it only 
takes place when the notes are asked for”’ (page 57). Perhaps 
he is right. But it is no use trying to dispose of the argument by 
denying or ignoring the fact. In this country currency notes are 
only issued when asked for. And the insidious and dangerous 
argument is not so much that the issue is “‘ automatic ” as that 
the demand which evokes it is an act of God, beyond human 
control. 

The power of taking currency notes is conferred by a deposit 
at the Bank of England, and a deposit is created by a loan. 
Unfortunately, Professor Cannan has disabled himself from 
pursuing the subject in this direction by his refusal to admit that 
deposits are created by loans. If the deposits in the Bank of 
England are nothing but the money paid in by the depositors, and 
the Bank of England has nothing to lend but that money, the part 
played by the Bank here also is completely passive; the Bank is 
nothing more than an “ intermediary ” between its depositors 
and those to whom it lends (pp. 82-3). In order to make such a 
view intelligible at all, it is essential to suppose that a supply of 
““ money ” or currency notes is somehow created before the deposit 
against which the notes are issued. Hence the mistaken com- 
parison of the Currency Notes Account to a seller of gold bullion 
to the Bank. 

Professor Cannan’s view of the relation of deposits to loans 
would be correct if the proceeds of every bank loan were in- 
variably withdrawn forthwith in money and were not redeposited. 
In so far as the withdrawals of money lag behind an increase in 
loans, deposits are ‘‘ created.”’ In practice, when bank lending 
increases, the consequent increase in monetary circulation is in 
general far less than the increase in deposits, and lags far behind 
it, at any rate in a country like England or the United States, 
where all the major payments are made by cheque. 

The demand for currency at any moment is the resultant of the 
credit policy pursued in the preceding period. Professor Cannan 
is compelled by his peculiar theory of bank deposits to see the 
process upside down. 

Professor Cannan finds a weak point in the gold bullion 
standard established by the Gold Standard Act, 1925, in that 
whereas “ the Treasury, not the Bank, is the issuer ”’ of currency 
notes, it is the Bank, not the Treasury, which is obliged to redeem 
them in gold (p. 119). But the obligation of the Bank is not 














1927] NOGARO : MODERN MONETARY SYSTEMS 605 


especially to redeem currency notes; it is to sell gold bullion for 
any legal tender, and in practice that means to sell gold bullion for 
payment by cheque. Currency notes only enter into the matter in 
that a legal obligation to buy anything includes an obligation to 
pay for it with legal tender. 

Observance of the obligation depends on a prudent regulation 
of credit, and that is a matter for the Bank and not for the 


Treasury. 
R. G. HawtTRey 


Modern Monetary Systems. By Proressor BERTRAND Noaaro. 
(London: King. Pp. 236. 145s.) 


In this book Professor Nogaro’s attitude is predominantly 
critical. The constructive side of it, whether in the form of 
theory or of practical proposals, is comparatively slight. His 
criticism has the outstanding defect that he does not adequately 
formulate the views he attacks. . ; 

This is especially so in the case of the quantity theory of 
money. It ought not to be possible nowadays for an economist 
of the standing and capacity of Professor Nogaro to state the 
quantity theory without the customary qualifications in respect 
of the volume of products, the rapidity of circulation of money 
and the use of credit. He need not have looked beyond the pages 
of John Stuart Mill to find the need of filling these gaps indicated. 

No harm would have been done if he had proceeded to fill 
them on his own account, and to offer a coherent statement of 
the relations between monetary policy on the one hand and the 
price level on the other. But his criticisms are not theoretical 
but a posteriori. It is unprofitable to take a crude piece of theory 
which no one would support, in order to show that the facts do 
not correspond to it. 

If the price level often rises or falls more or less than in pro- 
portion to the stock of money, Mill’s quantity theory offers quite 
adequate prima facie explanations; but Professor Nogaro might 
have had to consult the works of some of his contemporaries 
to find such matters as the relation of rapidity of circulation to 
market psychology worked out in detail. In most of the cases 
of collapsed currencies which he quotes the governing factor was 
either a complete loss of confidence leading to a flight from the 
currency and a rapid contraction of the purchasing power of the 
total circulation, or a sudden return of confidence permitting 
of a recovery of the value of the currency unit concurrently with 
an expansion of the circulation. 
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About these movements there is no mystery. Had Professor 
Nogaro taken account of the well-recognised explanations of 
them, his line of argument would have been quite different. 

He lays stress on the power of an exchange movement to 
originate a change in the price level. There is nothing in that 
inconsistent with the quantity theory. The foreign exchange 
movements to which Professor Nogaro refers are themselves for 
the most part psychological. A casual discrepancy in the balance 
of payments does not materially affect rates of exchange unless 
people’s expectations as to the future value of the currency are 
disturbed. 

He objects to Professor Cassel’s theory of purchasing power 
parity, that when such a disturbance occurs it may be the price 
levels that adjust themselves to the rates of exchange, not the 
rates of exchange to the price levels. But he is, I think, doing 
Professor Cassel an injustice in imputing to him a disregard of 
this alternative. The doctrine of purchasing power parity asserts 
that the price levels and rates of exchange tend towards equi- 
librium, but it says nothing as to which will move towards the 
other. 

But that does not mean that the tendency of the price level 
to accommodate itself to the foreign exchanges cannot be corrected. 
Professor Nogaro expresses the opinion that ‘“‘ nothing is more 
futile than to attempt to withhold the volume of currency required 
by a rise in prices, once the latter has occurred as the result of an 
exchange movement ”’ (p. 157), and he adds in a footnote that 
‘* private individuals will have recourse to their capital in order 
to meet the lack of currency.” 

But how is this “ capital’ to be transformed into currency ? 
Clearly only by borrowing from the authority which issues 
currency. Suppose that that authority refuses to lend, as the 
Reichsbank refused in April 1924; then the supply of currency 
cannot be increased. To one who is entirely sceptical of the 
quantity theory of money, that may be no sufficient reply. But 
Professor Nogaro is not entirely sceptical. He holds that small 
movements in the supply of money do not affect the price level, 
but that large movements do. 

“The Quantity Theory,” he says, “ is obvious in cases where 
currency has been widely expanded. But it is no longer so in 
cases where there have been moderate changes in the circula- 
tion” (p. 230). ‘‘ The maintenance of approximate stability in 
the purchasing power of a currency presupposes the maintenance 
of the circulation without any great changes at a figure corre- 
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sponding to the price level which it is desired to maintain ”’ 
(p. 201). 

Does it not follow that if the issuing authority, by refusing 
to lend or by any other method, restricts the supply of currency 
enough, it can ‘‘ withhold the volume of currency required by a 
rise in prices,” and can thereby enforce a fall in prices? It can 
maintain the circulation “ at a figure corresponding to the price 
level which it is desired to maintain.” That course may be 
undesirable, but that does not mean that it is futile or ineffective. 

There is much to be said as to the difficulty of establishing 
equilibrium at any prescribed level of purchasing power, but 
Professor Nogaro does not say it. He is content with his empirical 
arguments against the quantity theory. 

His principal conclusion is that convertibility of the currency 
into gold or foreign exchange is essential to any plan of stabilisa- 
tion. Since by stabilisation he means stabilisation in terms of 
gold or foreign exchange, few people will be found to differ from 
him at this point. 

He favours a scheme for an international clearing house, an 
“international credit institute’? on which any participating 
country could draw bills payable in gold to cover a temporarily 
unfavourable balance of payments. Essentially this is a develop- 
ment of the gold exchange standard on the lines of Professor 
Irving Fisher’s scheme, in his Purchasing Power of Money, but 
without any plan for stabilising the purchasing power of the 
currency unit. 

The omission is flagrant. Professor Nogaro argues against 
Professor Fisher’s stabilisation plan. But he never really gets 
to the root of the matter. And he does not see that any heroic 
measure for economising the use of gold as currency is extremely 
dangerous unless accompanied by some device for preventing the 
excessive depreciation either of currency units or of gold in terms 
of wealth. 

The proposal for an international credit institute, as he 
describes it, does not embody any limitation on the institute’s 
lending operations. If all gold standard countries participated, 
the institute would never have to part with gold (except to meet 
the industrial demand). It could expand credit to almost any 
extent. Not only is this a danger from the point of view of the 
stability of purchasing power, but it opens the door to excessive 
demands for credit from individual countries. So long as it is 
possible to go on drawing bills on the institute, there is no check 
on inflationism. 
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Professor Nogaro would probably answer that room can be 
found in his proposal for all the requisite safeguards. But 
without them it is a mere scaffolding; he has not begun to build. 

R. G. HawtTRey 


Controlling the Output of Gold. By Prorsessor R. A. LEHFELDT. | 
(London General Press. Pp. 31. 1s.) 


Tuts pamphlet is a reprint of a series of articles which appeared 
in the Economist, reinforced by an addition of considerable 
interest, a preface by Dr. Schacht. Dr. Schacht’s support of 
the policy of stabilising the wealth value of gold is a matter of 
great moment to the monetary welfare of the world. 

Professor Lehfeldt argues that, for the purpose of stabilising 
the wealth value of gold, “ control of credit is not enough, because 
the value of gold must ultimately depend on the cost of mining 
it; the larger and slower changes in value cannot be prevented 
through credit policy alone.’’ Accordingly he would propose 
an International Commission under the auspices of the League 
of Nations, but including representatives of the United States, 
and if possible Russia, for the purpose of either limiting or stimu- 
lating the production of gold, as circumstances might require. 

Theoretically Professor Lehfeldt is right in holding that control 
of credit would not in all conceivable circumstances be enough to 
stabilise gold. An excessive gold supply might swamp the 
control of credit; a deficient supply might ultimately allow the 
industrial demand to exhaust the monetary reserves. But 
neither of these contingencies is at present probable enough to 
require any precautions to be taken against them. If some 
countries have a redundant gold supply, that is because the total 
is very unequally distributed. The foreign exchanges are not 
yet in true equilibrium, and, till they are, it is difficult to bring 
about a redistribution of the gold. Demands for gold spring up 
among those couutries which are (or think themselves) short of 
it, and fall upon others in the same condition instead of on those 
which have more than they know what to do with. Credit 
stringency ensues and prices fall, as if there were a real scarcity 
of gold. Such disturbances could be avoided by an internationally 
concerted regulation of credit, and without that no other measures 
for steadying the value of gold would be of any avail. 

Professor Lehfeldt’s proposals are intended to prevent the 
‘* larger and slower changes ”’ in the value of gold. Those changes 
are less harmful than the cyclical and short-period changes, for 
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though they do inflict some injustice on long-term debtors or 
creditors, the injustice is hardly, if at all, felt. It is not a serious 
factor in economic motives, and therefore does not materially 
affect economic activity. 

It is not even true that the long-period changes cannot be 
counteracted by monetary measures. Suppose that an inter- 
national plan for stabilising gold is in operation, and is threatened 
by an excess or deficiency of output. All that is required is an 
alteration in the gold value of the currency units on the lines 
suggested by Professor Irving Fisher or Mr. Keynes. If the same 
alteration is made by agreement in all gold standard countries 
simultaneously, rates of exchange remain unchanged. And in 
view of the very gradual effect of annual output upon supply, 
such alterations would probably have to be made only once in a 
generation, and even then by small steps at a time. 

Nevertheless if measures are taken, by means of an inter- 
national gold exchange standard and a redistribution. of gold 
reserves, to effect a great economy in the monetary use of gold, 
it is highly desirable to curtail the application of fresh productive 
resources to gold mining. The justification for a restriction of 
output on that hypothesis is not that the purchasing power of 
currency cannot otherwise be stabilised, but that production of 
gold for the sole purpose of being held in gold reserves which are 
already excessive is pure waste. 

R. G. HawTREy 


War and Insurance. (London: Humpurey Mitrorp, Oxford 
University Press.) 


Tuts volume is one of the British series of the Economic and 
Social History of the World War for which the Division of 
Economics and History of the Carnegie Endowment for Inter- 
national Peace is ultimately responsible. This Division of the 
Carnegie Fund has drawn up a plan under which it has endeav- 
oured to secure from “‘ men of judicial temper and adequate 
training’ contributions conceived ‘‘in the spirit of historic 
research,’ covering the effects of the War on the economic and 
social life of the belligerent countries. The idea is not so much to 
write a history, but rather to provide the future historian with 
authoritative and reliable records, in a form ‘“‘ halfway between 
memoirs and blue books.” 

The word “ insurance”’ is used to cover various activities 
which have very little in common. In fire and marine insurance 
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the essence is to guess the right premium to charge, in life 
insurance to invest the funds to the best advantage, and in 
national health and unemployment insurance to distribute equit- 
ably the cost of important social services between the beneficiaries, 
their employers, and the general taxpayer. The editors have 
therefore decided quite rightly not to treat ‘‘ insurance ”’ as one 
subject, and have obtained independent contributions from 
experts in the various forms of insurance. 

The first article is one by Sir Norman Hill, on “ State Insurance 
against War Risks at Sea.”’ For many years before the war it had 
been realised that one of our first problems in the event of war 
with a naval power would be to devise a means by which the 
mercantile marine would continue to function. The risk of loss 
by enemy action was not covered by the ordinary contracts 
of marine insurance, nor was there any means by which this risk 
could be calculated in advance. It could only be determined by 
the actual experience of the war. After several Committees and 
Commissions had explored the ground, thanks to the foresight of 
Mr. Asquith, a Sub-Committee of the Committee of Imperial 
Defence was appointed in May 1913 to draw up a scheme to 
solve this problem. On April 30, 1914, the Sub-Committee 
presented a report embodying a scheme which was actually 
adopted by the Government only on the Sunday before war was 
declared. The essence of the scheme was that the State should 
go into partnership with the War Risk Mutual Insurance Associa- 
tion, formed by the shipowners, the State undertaking 80 per cent. 
of the risk, and claiming the right to fix the rate of premium and 
to control the movements of the insured ships. The administra- 
tion of the scheme was left in the hands of the Shipowners’ 
Associations. 

Sir Norman Hill gives a full and authoritative account of the 
inception and the working of this scheme throughout the war, 
and shows how successfully it achieved its object. Unfortunately 
he has disfigured what would otherwise have been an admirable 
historic record by expressing opinions which are in no way 
relevant to his task. It is not an example of “ judicial temper” 
to say, as Sir Norman Hill does on page 25, “‘ The Admiralty had 
failed disastrously even to understand the perils to oversea trade 
from submarine warfare, and they had made hardly any provision 
to guard against them.” And it is not in “a spirit of historic 
research’ to refer (page 50) to the German submarine methods 
of warfare as “an organised system of piracy which would have 
disgraced the most bloodthirsty ruffian who ever sailed out of 
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Algiers.”” This in an international series intended to promote 
the cause of peace ! 

Sir Norman in his concluding paragraphs rather quaintly 
discovers two dangers which he claims resulted from the feeling 
of security created by the successful working of the scheme. The 
first is that the scheme ‘‘ in great measure is responsible for the 
debt that was piled up by the nation in the vain attempt to 
maintain a peace standard of living.” The second is that ‘“‘ we 
started our anti-submarine work twenty-four months late, and 
thereby we nearly lost the war,” because the Admiralty were so 
stupid as not to realise that the cash payments made under the 
scheme could not replace the ships that were lost. On these 
problems, one of economics and the other of naval strategy, the 
future historian should not be misled by the obiter dicta of Sir 
Norman Hill. 

Unlike marine insurance, other forms of insurance were not 
faced at the outset of the war with any problems on-the wise 
solution of which the life of a nation depended. In the articles 
which follow, we have therefore a series of historic documents each 
written by an expert in his own line, setting on record the steps 
taken by the companies or the departments concerned to bring 
these various forms of insurance into harmony with the changing 
conditions prevailing during the war. 

In the chapter on fire insurance, by Messrs. S. Preston and 
A. E. Sich, the authors show that on balance the business of fire 
insurance prospered as the result of the war. As in all times of 
rising prices the proportion of fire claims fell because quite 
naturally people take more care of their property when it is 
increasing in value almost day by day than when it is undergoing 
the reverse process. On the other hand, the fire companies 
suffered a certain amount of loss through the difficulty of transact- 
ing their foreign business under war conditions. By providing 
the organisation through which the Government’s scheme of anti- 
aircraft insurance was made available for everybody concerned 
with the minimum trouble and inconvenience the fire offices 
rendered a national service. 

In the chapter on life insurance Mr. Warner has collected with 
praiseworthy industry masses of statistics showing that the war 
had an effect directly or indirectly on almost every item in the 
accounts of a life office. He also gives a valuable account, which 
should be a warning to future legislators, of the results of The 
Courts (Emergency Powers) Act, 1914. 

On page 120 Mr. Warner refers to the Government scheme 
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under which holders of dollar securities and later on of other 
approved investments were asked to deposit them with the 
Treasury in order to maintain the New York exchange. Mr. 
Warner says that this scheme “ enabled (my italics) the Treasury 
to maintain the dollar exchange until the close of operations in 
1919 at a practically uniform rate of $4-76,%,.”" This is not 
correct. Shortly before America came into the war in April 1917 
the position of the dollar exchange was a critical one. After 
America declared war arrangements were made between the 
British and American Treasuries which enabled the exchange to 
be “ pegged” until 1919. If in any future edition Mr. Warner 
would alter the word ‘“‘ enabled” to “‘ assisted’ his statement 
would then be correct. 

The most important effect of the war on British life insurance 
was the change brought about in the value of the assets held by 
the offices. Mr. Warner gives some figures as to the total depreci- 
ation, but does not discuss the many investment problems which 
the offices had to face. 

National Health Insurance is discussed by Sir Alfred Watson, 
K.C.B., and Unemployment Insurance by Sir William Beveridge. 
Each of these articles contains an admirable summary of the effect 
of war on what are essentially peace-time national social services. 
During the war unemployment almost ceased to exist and the 
wages scale continued to rise, with the result that sickness claims 
fell far below expectation. The higher rate of interest due to the 
war was also a material help to the societies through whom the 
national health scheme was worked. At the outbreak of the war 
these two schemes were in their infancy, and there is no doubt that 
the war helped to place them on their feet. 

The volume closes with an interesting article by Sir William 
Schooling describing the activities of the ‘‘ National Savings 
Movement.” The object of this movement was twofold. It 
created an organisation of missionaries whose duty it was to 
preach the necessity of thrift. And it provided the machinery 
by which the wage-earner could invest small sums in Government 
Securities in an attractive form. The machinery set up purely 
as a war measure still survives, and affords the wage-earning 
classes a convenient means of saving money in small sums. 

C. R. V. Coutts 
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Das Schicksal des Deutschen Kapitalismus. By M. J. Bonn. 
(Fischer: Jena. Pp. 62.) 


THE efficiency of German capitalism has become something of 
a tradition nowadays. In this country, indeed, it is becoming 
something more than a tradition. It is becoming one of those 
generally accepted truths to question which is a sign of ignorance. 
Nothing that the Germans do can shake our belief in their superior 
wisdom. To a detached observer, perhaps, the kaleidoscopic 
changes in German economic organisation in the last decade 
might suggest that not all the multitudinous policies adopted 
were necessarily the most advantageous. To us, however, they 
are merely proof of an uncanny adaptability. So far from being 
shaken by such events, the dogma of German efficiency emerges 
revindicated. And this dogma is not one which is held exclu- 
sively by any one section of the community. Economists and 
politicians, employers and trade unionists, all join hands to 
uphold it. Are our collieries slack? We have not adopted 
German methods. Is our agriculture depressed? We have not 
followed the German reformers. Is there a falling off in a foreign 
market? What can it be but German competition? Earnest 
little bands of trade unionists make pilgrimages to the shrines of 
Krupp and of Thyssen. The agents of depressed political parties 
seek in Germany the secret of industrial (and political) rejuvena- 
tion. Government committees hymn the praises of German 
monopoly. Company directors and eminent economists chime 
in with full-throated admiration. Any disposition to question 
the undiluted benefits of German methods of business is, we are 
told, only an indication of failure to keep abreast of the most 
advanced tendencies of modern thought. 

Professor Bonn, however, who has the disadvantage of first- 
hand acquaintance with these methods, does not share the enthu- 
siasm of their English admirers, and he has written a very vigorous 
tract expressing his distrust of the economic philosophy upon 
which they are founded. It is quite clear from Das Schicksal des 
Deutschen Kapitalismus that Professor Bonn is very far from 
crediting the leaders of German industry with far-seeing economic 
judgment. ‘‘ There is no country in the world,” he says, “‘ where 
individuals have an equal ability in matters of economic detail 
and where there is an equal level of general education, which 
exhibits such a domination of mere dilettantism in General 
Economic Policy as Germany ” (p. 53). To English observers, 
distance may lend enchantment to the scene. Close up in the 
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watch-tower of the Berlin Handelschochschule, Professor Bonn 
refuses to be enchanted. Englishmen may sing the praises of 
“ Rationalisierung”’ and “‘ Planwirtschaft.” ‘ Rationalisierung 
des Stillstands,”’ “‘ Planlose Planwirtschaft’”’ are the less inspiring 
designations Professor Bonn finds more applicable. In England 
we have been inclined to ascribe recent changes in the structure 
of German industry to an enlightened attempt to mitigate the 
friction of economic change while losing none of its benefits. 
Professor Bonn does not hold this opinion. Price maintenance, 
he declares roundly, is the be-all and end-all of this policy—the 
medieval idea of a “staéndisch’’ society, the dominating vision. 
“German capitalism,’ he says, ‘derives its ideas from the 
medieval philosophy of the just price. It assumes that an under- 
taking has the moral right to cover its costs ” (p. 38). What has 
been invested in an industry has the right to a stable return. 
If, at any time, at the current level of prices the return is not 
adequate, then prices must be raised. Costs must govern prices, 
not prices costs. ‘‘In those branches of industry which possess 
the greatest political power, in mining and in the iron and steel 
trades, production is based upon a conspicuous physical equipment. 
Not only to socialists and bureaucrats, but also to many employers 
this appears as the tangible economic substance—as a mass of 
value, which has been crystallised into stone and iron whose 
costs are given, and whose costs must be covered by the proceeds. 
. . . If sales fall off, then on this view prices must be raised that 
no damage may be suffered by the substance.”’ ‘‘ Die Substance 
ist heilig”’ (p. 59). It is the apotheosis of economic materialism. 

Nor is Professor Bonn any more impressed by the cosmopolitan 
tendencies which have recently made themselves manifest in 
certain circles of German industry—by ‘der Freihandel der 
Schutzzdliner ”’ as he calls them—and by the movement towards 
the international combine. Who are these cosmopolitans? he 
asks. Are they not those who at other times have pressed most 
urgently for tariffs? Is this new attitude the result of a change 
of heart or a change of their present conception of short-run 
expediency? Emphatically the latter, he answers. It is another 
form of the doctrine of price maintenance. Since national 
monopoly will no longer secure the customary profit, monopoly 
must be internationalised. ‘‘ Das Monopol ist bedroht ; es muss 
internationalisiert werden” (p. 39). Each nation must secure a 
quota that will guarantee the profitable working of existing 
plant. And since many concerns have grown up under the 
protection of high tariffs, and since they are working under more 
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unfavourable conditions than others, they will only come in if 
the price fixed is a relatively high one. ‘‘ The retrograde idea 
of the cartel must be internationalised. Auch die Industrie der 
riick-stindigen Lénder soll rentabel gemacht werden ”’ (p. 41). 

Such a form of capitalism, for Professor Bonn, has no per- 
manent survival value. It is a capitalism which denies the 
essential nature of capitalism. Instead of transforming production, 
it seeks to confine it within old channels. Instead of seeking 
prosperity through cheapness and plenty, it seeks it through 
dearness and restriction. It refuses to shoulder the burden of 
loss. It foregoes, therefore, the right to profit. The great 
justification of capitalism, on this view, is its capacity for quick 
adaptation to dynamic changes, its ability to respond without 
the delays of political procedure to the altered stimuli of a new 
environment. If it refuses to shoulder the risks and losses involved 
by such transformations, it denies its own being and renders itself 
superfluous. It perpetuates a state of economic moribundity 
which is simply socialism under another name. “ Truly,” con- 
cludes Professor Bonn, “the fate of German capitalism rests 
in weak hands ”’ (p. 62). 

This is essentially a tract to read. There is not one page 
in it which is not packed with wisdom and penetration. I have 
dwelt upon Professor Bonn’s views on the policy of rationalisation 
as being most pertinent to our own controversies. But these are 
only a part, although the chief part, of a wider survey of German 
conditions since the war; and on everything he touches he is 
equally stimulating and provocative. Whether he is discussing 
the revolution or the peace treaties, the fall of the mark, or 
what he calls the ‘‘ Gegenkolonization ’”’ of the post-war period— 
always he has something to say which is arresting and illuminating. 
Nor is the form inferior to the substance. Professor Bonn does 
not know how to be dull: at least he gives no exhibition of such 
powers in this monograph. He has the flair for the mot juste 
of the great pamphleteers :—‘‘ Die Romantik, die so gern die 
Handlungen einer Praxis, die sie nicht versteht, zu erklaren sucht, 
ist schon an der Arbeit, die Theorie nachzuliefern ’’—the reader 
notes the phrase with feelings akin to physical relief. The one 
complaint that English readers are likely to make is that the 
thing is too short. Writing for a German public, Professor Bonn 
states his views fully and with admirable emphasis : he does not 
produce the inductive material upon which they are based. But 
this, of course, is a deficiency necessarily involved by the form 
he has adopted. Some day perhaps Professor Bonn will write 
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the authoritative and compendious survey of German industry 
since the war which his capacities so eminently qualify him to 
give us. Meanwhile he has provided a very salutory cold douche 
for all who seek salvation in affectively-toned catchwords. 
LIONEL ROBBINS 
New College, 
Oxford. 


The War and the Shipping Industry. By C. Ernest Fay te. 
(Pp. xxiv + 472, including 60 pages of tables and index. 
Published on behalf of the Carnegie Endowment for Inter- 
national Peace by Humphrey Milford, Oxford University 
Press. 17s.) 


Tuts forms one volume of the British Series of the Economic 
and Social History of the World War. The author sets out to 
“* give an account of the way in which the Shipping Industry of 
Great Britain was affected by the war and by those administrative 
developments which were the product of war conditions. It is 
concerned with the effect of the war on the financial position, 
character and internal organisation of the industry; on the 
economic status of the merchant seaman; on the relations between 
shipping and the State, and on the development of shipping 
policy.” 

After describing the conditions of our shipping in 1914 and 
the relations existing between it and the State, Mr. Fayle goes on 
to trace the development of control during the war period; thus 
the story includes a section on Shipping and the State in 1916; 
the appointment of the Controller and his powers, including 
universal requisition. This is followed by a chapter dealing with 
Earnings and Profits, 1915-16, in which several miseonceptions 
are dealt with. It is pointed out that our shipowner had some 
special claim to consideration in the matter of Excess Profits 
Duty, inasmuch as his neutral competitors were reaping a yet 
richer harvest, and were in a position to accumulate large reserves 
for purposes of post-war competition. 

The chapter on Wages and Conditions Afloat is full of interest, 
dealing as it does with the shortage of man-power; non-European 
labour; British and American wages; and concluding with an 
account of the establishment of the National Maritime Board and 
its work. 

The Working of ‘‘ Blue Book Terms ”’ is explained in Chapter 
XVIII, and this is naturally followed by a section on Profits 
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and Replacement. Less than ten pages is given up to the War 
Record of British Shipping. It was indeed a great achievement, 
carried out at a great cost of men and tonnage, but the conclusion 
in these days of forgetfulness is worth quoting in full: 

“It is no exaggeration to say that the possession by Great 
Britain of a mercantile fleet much larger than was required for her 
own minimum essential needs was, above all else, the decisive 
factor in the war. It was this alone that enabled British, 
Canadian, Australian, Indian and South African troops to take 
their place on the Western Front; it was this alone that rendered 
possible the conquest of the German colonies and the operations 
in Gallipoli, Mesopotamia, Palestine and the Balkans. By 
British ships one-half the American troops brought to Europe 
were carried. Without the assistance of British tonnage the 
European Allies could neither have supplied their armies with 
the material of war, nor fed their people, nor obtained the requisite 
fuel for their railways, ships and essential industries. Whether 
we look at the magnitude of the achievement, or at the appalling 
waste involved in the diversion from productive to destructive 
activities, there is no more significant fact in the history of the 
war.” 

Then the war ends, and the story tells of the condition of our 
shipping when the Armistice was arranged: pre-war conditions 
had been hopelessly disturbed and a new situation had to be faced 
and many problems solved ere the normal could be restored. 
Overseas volunteers had to be returned to their homes, our own 
millions of men to be brought from the various war fronts together 
with equipment of all kinds; nor was the least urgent business 
the transport of food-stuffs and raw materials for the maintenance 
of our own industrials and those of Continental Europe, both our 
allies and late enemies. This part of the story is not by any 
means the least informing. Did the Allies act harshly in the 
matter of feeding and supplying a defeated Germany? To what 
extent was German reluctance to release her own tonnage a 
contributing cause? All these points are dealt with impartially 
and merit study. 

The slump followed the boom, and world trade, hampered by 
fluctuating exchanges and uncertainties, is taking long to resume 
its pre-war volume. Many obstacles, new or increased, con- 
nected with tariffs and vested interests, many created by the war, 
all tend to lessen the volume and retard the machine. The whole 
picture emphasises the need for understanding and practising 
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Mr. Fayle has indeed succeeded in the task he set himself. 
He has produced a valuable account of one of our greatest 
industries, showing where it stood in 1914, what occurred during 
the war, and how post-war conditions are being faced as the new 
situation develops. The whole account is carefully documented 
and the conclusions drawn are reliable and impartial. It may 
safely be said that for anyone who wishes to make a study of the 
Economics of Shipping, Mr. Fayle’s book should prove of immense 
help, and, in the necessary preliminary work, smooth away many 
difficulties. The book is wisely conceived, and in its carrying 
out documents and facts are mainly allowed to speak for them- 
selves. 


A. W. Kirkatpy 
University College, 
Nottingham. 


Industrial Combination in England. By Patrick FirzgEraxp, 
B.Com., Assistant Editor of the Siatist. (Sir Isaac Pitman 
& Sons, Ltd. Pp. 230. 10s. 6d.) 


Tuts book is most opportune. Since the issue of previous 
publications on the development of industrial combination and the 
so-called “Trust movement” in British industry, the whole 
position has undergone a series of very varied changes, and now 
has a relation to public opinion quite different from that at the 
end of the nineteenth century. The new attitude of mind is due 
largely to the increased information now available for examining 
the whole situation scientifically in the light of facts and a greater 
accumulation of experience. A great advantage in the author’s 
case is that he has drawn liberally upon the stores of business 
experience and statistical data and devoted special attention to 
viewing the situation in the practical aspect of published accounts 
when dealing with certain individual combines. , 

The purpose of the book is to show how far competition has 
been suppressed, to examine from a practical point of view the 
structure, achievements and price policy of the various groups 
as they have actually occurred; and finally, in the light of such 
practical examination, to consider tentatively the advisability 
of some form of Governmert supervision, assuming the latter 
to be desirable or necessary, and to judge legislation by such 
standards. 

It is evident that industrial combination, or the Trust move- 
ment, is no longer a “ tendency,” but an established feature of 
English industrial organisation. This is quite clear from both 
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the extent to which combines have been formed over the whole 
range of industry and also from the long and stable business 
record of some of the better known combines. Thus, it would 
be impossible to regard, say, the Bradford Dyers’ Association, 
the Coats’ Combine, Lever Brothers, or the “‘ Big Five ” of banking 
as other than established forms of English industrial organisation. 

Mr. Fitzgerald has paid special attention to the question of 
profits earned by individual combines, considering the net earn- 
ings in all cases, not merely by themselves or in relation to 
ordinary capital, but expressed as percentages of the resources 
employed (that is, the total assets less liabilities), subject to 
necessary adjustments where pre-war and post-war results are 
compared. Judging by this indicator, the level of prices of the 
products of the trustified industries and the general operation of 
the trusts in relation to the consumer in both the home and foreign 
markets, Mr. Fitzgerald reaches a broad conclusion that despite 
the fact that large sections of English industry have now definitely 
passed under the control of the combine, the moderate price policy 
hitherto pursued by most of them makes unjustified any grounds 
for alarm. 

A striking feature of the book is the comprehensive character 
of the survey of British industries achieved by the author. No 
significant agreement in restriction of price or production has 
escaped his attention, however small or localised its operations. 
Interesting in this respect is the examination of associations in 
the clayware trades, although the production of bricks, drain- 
pipes, pottery, greystone mortar, does not suggest danger from 
the Trust movement.. It is comforting to the ‘“ houseless”’ to 
note that, although the home productive capacity with an insignifi- 
cant proportion of exports is probably twenty times greater than 
the present volume of imports, the latter in respect of the number 
of bricks imported has risen from 535,000 in 1922 to 159,000,000 
in 1925. In regard to the meat combines, the significant fact 
is brought out that, whilst combination is often impeded by 
foreign rivalry, the meat combine is an important example of 
combination, being a direct result of it; the original object being 
a united front on the part of English enterprises better to oppose 
the great American combines. It is also significant to note that 
even in the case of the efficient and powerful English meat com- 
bines there stands the testimony of the Royal Commission on 
Food Prices (1925), that ‘“‘. . . there is nothing sinister about 
this organisation; it performs, on the contrary, a service of great 
public utility, . . .” and that, apart from the full supply of all 
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information, which the appropriate Government committee 
might require as impartial observer, a system of State Control 
would be likely to “. . . accentuate the difficulty of obtaining 
supplies and even increase the ultimate cost to the consumer.” 

From the general reader’s point of view, the chapters of main 
interest are probably those dealing with matters concerning 
which the layman has latterly been most informed, largely thanks 
to the activities of the Press, namely, the Oil Combines (Chapter 
XIX), the Railway Combines (Chapter XXIII), the Banking 
Combines (Chapter X XIV). 

In the case of the oil combines, the opinion is expressed that 
despite the industry being pre-eminently the sphere of large- 
scale organisation, and despite the gigantic resources of the few 
firms controlling it from extraction of the raw material to retail 
distribution, the course of events has shown the utter inability 
of the combines to prevent prices from falling, even to uneconomic 
levels, or to resist the stimulus to competition afforded by a slight 
upward trend in prices. 

The relation of the State to industrial combination is dealt 
with specially in Chapters XXI and XXIII, dealing respectively 
with the Rubber Restriction Scheme and the Railway Amalgama- 
tions. In both of these cases the paradox is that the State, so 
far from violently denouncing and severely penalising restriction 
of competition after the model of the U.S.A., actually instituted 
and really enforced the combination of previously competing 
enterprises. This is a new landmark in industrial combination ; 
as the author points out, the Rubber Restriction Scheme ‘‘ admits 
the principle of Government co-operation in the suppression of 
excessive competition . . . restriction by Government edict. . . .” 
The political reverberations of the Rubber Scheme even into 
international politics are as significant as the relative failure of 
both projects to attain their objects in spite of the powerful aid 
of the State, launched vainly against economic forces. The 
compulsory fusion of the railways in 1922 is regarded partly as 
the anticipation of an inevitable process of evolution, and partly 
a deliberate recognition by the State that unification was desir- 
able on the condition or assumption that the fruits of monopoly 
could or should accrue to the community. 

The recent history of the railway fusions suggests that the 
economies of large-scale organisation, even where favoured by 
physical and economic conditions, are often more difficult to 
realise in practice than appears to be the case theoretically. 
In fact in Chapter XXIV, dealing with the Banking Combines, 
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the frequently stated opinion of various banking officials is con- 
firmed that, admitting a probable increase of stability—due to 
greatness of size—the rise in overhead expenses and the severe 
cutting of profits have probably doubled the period as compared 
with pre-war days required for a new branch to pay its way. The 
“ Big Five” have also shown a greater tendency to expand 
credit rather than to restrict it; thus there appears even in this 
important direction to be little danger of that to which those in 
charge of the leading banking institutions state themselves to 
be uncompromisingly opposed—a financial cartel or ‘‘ a money 
trust.” 

From the point of view of the reader interested in special aspects 
of the problem, Chapter IV on the Iron and Steel Industry, 
Chapter XII on the Non-Ferrous Metal Trades, Chapter VII on 
the Chemical Industries, and Chapter XIII on the Engineering 
Trades, are probably the most interesting. Thus in these indus- 
tries are operative just those various factors upon which the 
growth, development and efficient operation of the combine have 
been agreed generally to depend. In them are present the factors 
of necessity for integration of related businesses, or so-called 
vertical combination, keen foreign competition in home as well 
as neutral markets, international agreements, circumstances of 
large capital, localisation of industry, protective tariffs, patent 
rights and the conditions making up what Professor Levy in 1909 
termed the favourable “‘ conjuncture ” for industrial combina- 
tion. It is interesting, therefore, to note that in his survey of 
even these industries, the author arrives at the following con- 
clusions : 

As regards the iron and steel industries, competition still 
predominates, despite the system of domestic price regulation 
in many sections, based in none upon monopoly; that foreign 
competitors either in finished, semi-finished or raw materials, 
and general price conditions in international markets, are dominant 
factors operating definitely against the successful emergence of 
any monopolistic combination in Great Britain. Somewhat 
similar circumstances apply in the non-ferrous metal trades, 
aggravated by the wide fluctuations of price; and any control 
of domestic associations over prices is restricted by actual or 
potential foreign competition even though sometimes circum- 
scribed by international agreements. 

In the engineering trades, more particularly the heavy 
electrical and cable-making sections, the necessity for large organ- 
isations, the increase in demand, the more honourable observance 
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of gentlemen’s agreements as regards work tendered for, and the 
value of patents have assisted the operation of domestic associa- 
tions to control output and prices; yet even in these industries 
the fall in prices and the increase in imports do in fact prevent 
the English firms from exercising a dominant influence on the 
course of prices. This is true now despite the different opinion 
of a Government committee of inquiry in 1920 recommending 
public supervision and control. 

In the chemical industries attempts to regulate prices and 
output have long been a notable feature, aided largely by the 
integrating combination of firms in the three primary sections of 
alkalis, acids and tar distillates, and the relations between home 
producers and the consumers as regards preferential conditions 
of supply. Despite this advantage and certain quasi-monopolistic 
rights as regards patents and local raw materials, the conclusion 
is that, whilst international agreements affect foreign competition, 
this vital safeguard against monopolistic policy is always available. 

It is a matter for criticism that the woollen and worsted sections 
of the textile industries have not been dealt with more fully. The 
page so devoted to these industries is hardly commensurate with 
their importance and with the early and relatively successful 
development of many combinations in these industries. The 
same criticism applies to the treatment of cotton industries, 
wherein proposals for combined action for restriction of output, 
price stabilisation and short-time organisation have received an 
immense amount of attention from those actively engaged in the 
industries, the Press, and the public, and above all the economist. 

The arguments dealing with the efficiency of the Trust in 
respect of economies peculiar to the Trust, and those appertaining 
to large but non-monopolistic organisations are on the lines of 
Marshall’s exposition of the “representative firm,’* and the 
limitations to its growth as regards maximum efficiency. Time 
and the emergence of new facts of business and industrial experi- 
ence in this instance again appear to have confirmed that far- 
seeing economist’s opinions. The author of the present publica- 
tion emphasises more strongly how the risks arising from central- 
isation in buying, selling or production are immensely magnified 
in their disastrous effects when an error is made owing to the 
scale of operations involved; nor does it appear that the Trust 
has altogether realised the saving of the “economic wastes ”’ of 
competition in advertising, distributing, economical production 
and the fullest utilisation of capital, etc. 

There is nothing new in the original impulse of the Trust, 
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the almost natural desire of producers and traders to suppress or 
control competition ; but it has yet to be shown, despite even the 
present careful analysis, that any have achieved permanently a 
practical monopoly. There are fundamental economic factors 
relating to elasticity of costs, elasticity of demand, the direct 
and indirect competition of substitutes, the formation of new 
enterprises (especially when demand is rising or trade improving), 
foreign competition, the decreasing impediments of concentra- 
tion to new competitors. In this respect a very suggestive 
criticism is put forward on Professor Levy’s view that the con- 
centration of production furnishes ‘‘ the foundation stone of 
English cartels and trusts,” seeing that the more recent evidence 
suggests that the net advantage gained by expansion beyond a 


certain point is debatable. 
GrorGE R. CARTER 


Kartelle und Konzerne. Von Kurt WiepEeNFELD. (Berlin and 
Leipzig : De Gruyter and Co. Pp. 83.) 


In this small volume Dr. Weidenfeld has published the 
original of his monograph for the Geneva Conference, together 
with a lecture in which the ‘“ present problems of industrial 
organisation ” are handled in more detail. It will suffice, there- 
fore, to deal here with the latter. In direct opposition to some 
other writers, he describes the vertical structures as Trusts, 
making this the German name for them. We need not argue 
about words. His purpose is to balance the strength and weak- 
nesses of such combines, and to controvert the opinion that the 
future is with them rather than with the Cartels. 

The advantages claimed for the so-called Trusts are (a) con- 
centration of production in the most economic works and laying 
up in reserve of the others, (b) the less variability of costs of lower 
products when integrated than of prices when they are pur- 
chased, (c) smoother transfers from stage to stage, (d) more 
direct balancing of the capital requirements of establishments 
than when the banks intervene. 

On the other side of the account are to be reckoned (a) the 
burden of the idle capitals, (b) the fact that the higher works, 
from whose point of view the question is regarded, do not get the 
low prices they otherwise would in times of depression, if they 
bought their supplies, (c) loss of the power, which “free ”’ finishing 
producers have, to throw back on lower producers the effects of 
glut in their own markets. 
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It is obvious that some of these arguments woud have to be 
modified if the appropriateness of such organisations to the 
national economy as a whole were made the issue of their further 
development. | 

He contends that the relatively small field in which vertical 
Trusts have been successful'is due to a number of difficulties 
which are in general traceable to internal diversities which beset 
the desired unity of control. One cannot exactly adapt the 
quantities of product on each level to each other so as to be free 
from markets for purchase or sale of remainders. Or, again, the 
want of correspondence may be qualitative, as when the final 
product is special and the lower ones massive, so that there 
cannot be a real unity of control from the top. The result is 
that the only unity is one of Kapitalpolitik, whereas economy 
depends on a large degree of factual as distinct from legal unity, 
together with a fair amount of freedom for the heads of the 
individual works. 

These considerations would clearly apply in stronger degree 
to the less systematic integrations or Concerns, where Kapital- 
politik plays a still larger part, a point whose historical veri- 
fication Dr. Wiedenfeld has let go without comment. 

The Cartels, though a limitation of independence, are based 
on two strong reasons. First, the costliness of getting rid of the 
weak sellers by the method of competition and bankruptcy. 
For “the weakness of the weak becomes itself their strength 
against the strong.’”’ They become reorganised on a new capital 
basis, a resource which, for reasons of prestige, the large businesses 
are reluctant to employ. Second, the Cartel frees the large 
producer from marketing problems, so that he can give his 
attention to the inner organisation and technique which are his 
proper function. ‘‘The non-Cartelled producer is more of a 
slave to the market than the Cartelled producer is to the other 
members.” 

These advantages are strikingly argued. But the crux is 
price policy. On the analogy of railway and money rates, where 
stability is taken as an obvious desideratum, Dr. Wiedenfeld 
holds that the Cartels must be judged by their practice of both 
moderation and stability. The conjuncture is to be ruled, not 
merely followed. Neither the highest nor the lowest possible is 
to be allowed, but, apparently, each industry for itself is to 
practise the Anpassung in order to prevent its own disruption 
into the strong and the weak. This is more fully discussed in 
Dr. Wiedenfeld’s larger work on Gewerbepolitik, and it raises, 
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especially in respect of fundamental industries, the whole issue of 
quickly adapted as against fixed prices as methods of controlling 
the conjuncture. But everyone will thank the author for this 
concise and lucid statement of main issues. 

D. H. MacGReGoR 


The Conditions of Industrial Peace. By J. A. Hopson. (London: 
Allen and Unwin. 1927. Pp. 123. 4s. 6d.) 


Tue fifth and last chapter of Mr. Hobson’s book contains his 
contribution to the problem of how to secure industrial peace. 
The other four chapters are mainly occupied with an analysis of 
the existing industrial system on lines which will be familiar to 
readers of his earlier works. We have, for instance, his division 
of the national income into subsistence and surplus, though there 
is less stress laid here than in his Industrial System on the dis- 
tinction there drawn between the productive and the unproductive 
surplus. Over-saving and under-consumption once more make 
their appearance, as well as his thesis that taxes on cost all tend to 
be shifted on to surplus. The book covers a good deal of ground, 
and numerous topics are touched upon—such as the population 
question, the competition of sweated foreign workers, the growth 
of trusts and cartels, family allowances—which seem only to have 
a somewhat indirect bearing on industrial peace. Take the 
question of population, for instance. The limitation of population, 
Mr. Hobson thinks, is an essential condition of industrial peace. 
But it is not apparent why a small population should be more 
peaceful than a larger one, if industrial conditions and relations 
between employers and employed remain unaltered. 

Mr. Hobson rightly insists on the growing interdependence of 
industries, and he more than once points out that a dispute, or 
rise or fall of wages or other costs of production, must in greater 
or tess degree affect the interests of other trades or of consumers. 
This is the main ground of his plea for more Government inter- 
ference with the object of securing industrial peace. 

The State, Mr. Hobson thinks, must assume a different 
attitude towards three types of industry. Essential services, 
where competition is impossible, must be publicly owned. The 
dangerous tendencies of trusts, cartels and other forms of com- 
bination in important though not vital industries must be checked 
by a highly graduated tax on excess profits. In the case of trades 
where the interests of consumers are safeguarded by effective 
competition, the State should confine itself to securing minimum 
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conditions, to providing emergency subsidies when trades are tem- 
porarily damaged by causes outside their control or prevision, and 
to providing equitable tribunals for settlement of disputes 
between employers and workers. A limited industrial self- 
government, the author says, is essential, and the first step is the 
establishment of a National Industrial Council representative of 
workers, capitalists and consumers, endowed at first with purely 
advisory powers. Mr. Hobson, however, looks to arbitration as 
the most hopeful means of securing industrial peace. Resort to 
arbitration is to be compulsory, but not the acceptance of awards. 
No public relief is to be given to those refusing to accept awards. 
Their dependents may be relieved, but only under such conditions 
as prevent the relief affording support to the recusants—a rather 
difficult regulation to administer! Employers who insist on 
closing down their works because they cannot afford to comply 
with an award can apply for a subsidy from the portion of the 
social surplus which is to be a located to this purpose. On the 
face of it the treatment to be al!otted to recalcitrants seems some- 
what unequal. It is further suggested that a Court of Appeal 
should be set up. 

Mr. Hobson of course knows the case against arbitration, and 
in the earlier part of his book puts this as well as it can be put. 
It may, however, be doubted whether his argument in support of 
arbitration will succeed in convincing those who doubt the 
possibility of persuading the workers to give up the right to strike 
or the employers the right to lock out, who are sceptical about 
equitable and impartial tribunals set up to try issues which are 
often non-justiciable, and who can see no adequate sanctions for 
enforcing awards. However, Mr. Hobson realises that his pro- 
posals will not be particularly palatable to the Trade Unions, to 
the type of business man who is determined to "un his business in 
his own way, or to those who hold that no solution is possible 
without a change of heart amongst both employers and employed. 


He is nevertheless undaunted. 
H. SANDERSON FURNISS 


Kapitalismus. Eine begrifflich-terminologische Studie. Von Dr. 
Ricuarp Passow. (Jena: Gustav Fischer. 1927. Pp. 
v + 136. 7 marks.) 


OnLy one English economic treatise having claim to scientific 
rank bears the word “ Capitalism ’’ on its title page—Mr. J. A. 
Hobson’s ‘“ Evolution of Modern Capitalism.’ There is no 
article on “ Capitalism ’”’ in Palgrave’s Dictionary of Political 
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Economy—even in the new edition. On the Continent, however, 
the influence of Karl Marx has established the term not merely 
in the newspapers, but in the recognised economic text-books 
and the specialist periodicals. In Germany, for instance, 
‘Capitalism ’” has been the subject of learned and laborious 
interpretation on the part of her most eminent economists. 

Is the term “‘ Capitalism ”’ suited to the purposes of Economic 
Science? For the politician or the journalist it is admittedly 
convenient. It is suffused with feeling. It is delightfully vague. 
The aim of Professor Passow’s Essay is to advocate its abandon- 
ment by the economist. 

The term “ Capitalism ” fails to describe adequately the new, 
the essential, the peculiar feature of modern economic life. 
Moreover, not one of the attempts to define the term exactly 
has been successful. It is used in different senses by different 
writers; sometimes in different senses by the same writer. Some 
writers (e.g. Mr. Hobson) shirk the difficulty of definition. - 

In Germany we hear not only of ‘“ Kapitalismus,”’ but of 
an immense horde of compounds of the word—all indefinite 
and ambiguous—‘ Zunftkapitalismus,” “‘ Feudalkapitalismus,”’ 
‘ Frihkapitalismus,” ‘‘ Hochkapitalismus” and “ Spitkapital- 
ismus.”” The last three are terms which owe their popularity to 
Professor Sombart. Their scientific value is doubtful. They 
lack precision. According to Professor Sombart, the period of 
‘“* Hochkapitalismus ” opened about 1760 and came “ suddenly ” 
to an end in 1914. We are now living in the period of “‘ Spat- 
kapitalismus.”” According to Friedrich Naumann and Johann 
Plenge we are living in the period of “‘ Hochkapitalismus,”’ which 
dates only from the twentieth century and received a powerful 
stimulus from the Great War. 

Closely allied to “ Capitalism” is the “ Capitalist spirit.” 
The use of this phrase—originally introduced by Karl Marx— 
is to-day very fashionable. Yet a moment’s reflection will show 
that it means nothing more than an acquisitive spirit, a spirit 
dominated by desire for the maximum amount of gain. These 
characteristics are quite independent of any ownership of capital 
or any using of capital. 

Professor Passow’s Essay is learned, comprehensive and 
forcible. It is valuable as a work of destructive criticism which 


stimulates clear thinking. 
J. LEMBERGER 


The University, 
Belfast. 
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The Ethics and Economics of Family Endowment. By ELEANOR 
F. RatuBone. The Beckley Social Service Lecture, 1927. 
(London: The Epworth Press. Pp. 118. Paper ls. 6d.; 
cloth 2s. 6d.) 


In this Lecture, Miss Rathbone has restated the case for 
Family Endowment as an argument from economics, from ethics, 
from justice and from foreign example. The argument under the 
first three of these headings is, however, a single texture, and 
the main difference from her pioneer work on the subject is the 
vehement eloquence with which she makes her plea afresh. 
She is not tolerant of criticism, and does not really help her 
case by throwing about such epithets as ‘“ blindness,” “ blatant 
egotism ” and “ arm-chair critics.” Nor is it a good thing to 
arrogate scriptural authority for one’s own side of difficult 
economic proposals. It was rather her business to answer Pro- 
fessor Gray, and she has not done so, and the omission is significant. 
Those who think that the problem of child maintenance is not 
best met by cash payments for each child born are not real 
Philistines on the poverty argument, and must not be made 
phantom ones. They will grant to Miss Rathbone an intense 
earnestness and conviction, and an enviable power of exposition. 

Is it right to describe the family of five as an ‘‘ old impostor,” 
while making use of it for the sake of an effective typical diagram 
(p. 9), and also for the creation of a definite number of “ phan- 
tom ”’ wives and children (pp. 24-6) ? or to argue that economists 
have been “ vague ”’ about the size of the standard family, when 
it is your own case that there is no standard size? Is it passable 
criticism to describe as ‘‘ blatant egotism ”’ (p. 53) the considera- 
tion that children are a cause of pleasures and satisfactions as well 
as of expense? and to suggest that this “ coolly sets aside ”’ the 
fact that “ children themselves are separate human beings, each 
with an individuality of his own and a potential value for Society ” ? 
To say that family life brings satisfactions is important and 
relevant to some aspects of the argument, and it was necessary 
to say it because its oversight had been notable. It does not 
mean that children are nothing more than this, and why should 
it be necessary to point this out ? 

The difficult question of the birth-rate is re-argued. The 
inference suggested by the statement that higher standards of 
earning go with lower birth-rates is that Allowances would on the 
whole lower that rate. If anyone were told that a certain nation 
had instituted Allowances because of the condition of the birth-rate, 














“ Ne == Cr ee 








1927] GRAY: FAMILY ENDOWMENT 629 


would he naturally infer, even if he were a trained vital statis- 
tician, that the birth-rate was regarded as too high? It is not a 
question of fearing a “ devastating torrent of children ”’ (p. 116), 
but of the balance of a number of economic and psychological 
influences acting on the age of marriage and the size of families, 
because Allowances are varied with the size of the family. Where 
three children would otherwise have been born, will only two be 
born, if the family has been made ten shillings a week better off 
at that stage? Where only two would otherwise have been 
born, will a third be born because of this subsidy, plus a further 
prospective subsidy of five shillings? These questions arise on 
each level of income, and are independent of the existing differ- 
ences as between the levels. While it seems likely that the 
highest and the lowest levels will, for different reasons, be least 
affected, there is a large middle area where the above influences 
will have to find a balance. On the whole, are the critical cases 
not mainly those where foresight now imposes limitation ? _ Take, 
for example, the cases where two children have been born of the 
same sex; there is a strong desire to have a son or a daughter, 
whichever is missing. Also, it is in respect of the first child that 
much of the heavy outlay of family life is incurred. The ques- 
tion is not academic, it decides how far there is danger that cash 
allowances might defeat their purpose. 

In this country the strongest current among supporters is for 
a national system of endowment. It is natural that the Labour 
movement should accept the offer of so large a transfer as is 
involved, whether based on children or on any other criterion. 
The issue may not, however, turn on the amount of expense, 
since economy and expense are not opposites; but rather on the 
alternative of cash payments in respect of children, the application 
of which to children cannot be ensured, and of a reconstituted 
service for dealing with child distress when, where, and in so far 


as its occurs. 
D. H. Macareaor 


Family Endowment : a Critical Analysis. By ALEXANDER GRAY. 
(London: Ernest Benn, Ltd. 1927. Pp. 135.) 


PrRoFESSOR GRAY’s attacks upon Family Endowment schemes 
take the form not so much of criticising the schemes themselves 
as of pointing out that the principles upon which these are 
apparently based would, if pushed to their logical conclusion, 
lead to absurdities or worse. Family Endowment, for instance, 
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embodies the principle of distribution according to needs. But 
“a society which consistently endeavoured to distribute its wealth 
according to needs would be a nightmare, rich only in futile 
idealism, more flagrantly chaotic and unjust even than that in 
which we now groan.” Or again, Family Endowment gives the 
State a new interest in the quantity and quality of children that 
are born. “The woman thus becomes the servant of the State 
for the purpose of giving birth to children.” In these conditions 
it is the duty of the State to see that the children are ‘‘ brought 
up in a manner becoming its children,” and to replace the mother 
by another guardian if she is unfit to bring them up herself 
(which, by the way, the State does already in extreme cases) ; 
and as this solicitude cannot logically stop at physical care, the 
next step will be for the State to remove children from homes in 
which it considers that there are “ seditious ’’ influences. 

Since the reduction of any idea to its logical conclusion is 
usually much the same thing as its reduction to absurdity, this 
kind of argument is not very satisfying : its use gives the reader 
the impression that the author desires to score debating points, 
and is as likely as not to detract from the value of his more 
serious and practical criticisms. Moreover, since many of the 
principles to which Professor Gray refers are to some extent 
recognised in existing practice, it is always possible to reply that 
the silly or dangerous implications of these principles are already 
with us, quite independently of Family Endowment. 

Of course there is plenty of confusion in the ideas of the 
Family Endowers. Some of the most useful parts of this book 
are those in which the author illustrates the very different 
character of the objects which supporters of the proposal in one 
or other of its forms are seeking to promote. He calls attention, 
and with justice, to the confusion between those who are thinking 
simply of a lateral redistribution and those who want, over and 
above, to link up Family Endowment with vertical redistribution. 
He might indeed have discussed this further, for it affects very 
materially the type of scheme which is appropriate. It is one 
thing to make a given wage fund go further by altering its dis- 
tribution between the members of the group of wage-earners 
into whose possession it already goes. It is another thing to 
treat bearing and rearing children as a public service, the cost of 
which should be met from the taxes, and distributed over different 
taxpayers in accordance with whatever principles are held to be 
equitable in regard to the distribution of taxation generally. 

Professor Gray is alarmed at the cost of any proposal to graft 
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a general scheme of Family Endowment on to our present social 
insurances. But his argument on this point seems to suffer from 
the very confusion to which he takes exception in the proposals 
that he criticises. The intention of Family Endowment of this 
type is simply to change the distribution of existing wages 
between different wage-earners; 7%.e. to effect “‘lateral”’ redis- 
tribution. If this intention is realised it is beside the mark to 
write about depressed trades struggling vainly, and sheltered 
trades successfully, to pass on the cost to the consumer. If the 
intention is not realised, that does not affect its merits. The 
desirability or otherwise of lateral redistribution of a given type 
is unaffected by the fact that in trying to bring it about people 
may effect a vertical or a different lateral redistribution by 
mistake : unless it can be shown, as Professor Gray does not 
appear to have shown, that the mistake is inevitable. 

The best part of this book is the chapter on Family Endow- 
ment and the birth-rate. What with the possibility of earlier 
marriages, and of changes in the standard of living of different 
groups, this is certainly some of the most treacherous ground 
upon which the advocates of Family Endowment have to tread. 
Professor Gray points out some of the more dangerous quagmires. 
As to the influence of Family Endowment on family life and the 
position of women, Professor Gray is pessimistic and alarming ; 
but what alternative is there for one who regards marriage and 


freedom as “ incompatible blessings ”’ ? 
BaRBARA WOOTTON 


Economics and Human Behaviour. By P. SARGANT FLORENCE. 
Psyche Miniatures. General Series. No. 9. (Kegan Paul, 
Trench, Trubner & Co. 1927. Pp. 117. 2s. 6d.) 


Ir is a commonplace that many people have something to 
say which will fill a booklet or pamphlet but not a treatise. The 
signs of a revival of the pamphlet are welcome. At the same 
time there seems to be a tendency on the part of authors of 
pamphlets to think that, because a publication is short, it must 
at all costs be lively. They strain after lightness of touch and 
appear not infrequently to be saying to themselves: “ This is 
not a serious treatise; it must be brightened up.” Mr. Sargant 
Florence, as an author of booklets, is not really touched by this 
line of criticism. He is genuinely and refreshingly entertaining, 
though one fancies at times that he can be detected in an attempt 
to keep it up. 
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The sub-title of the booklet is ‘‘ A Rejoinder to Social Psycho- 
logists,” and the theme is the extent to which the criticisms by 
social psychologists of the psychological assumptions of economists 
are valid. Two principal lines of criticism can be distinguished. 
It is complained, in the first place, that economists generalise too 
much from a few fundamental characteristics of human nature 
and too little from observations as to human behaviour derived 
from statistical and other data. Dr. McDougall, for instance, 
considers that economists have neglected the extent to which 
men are found from observation to be susceptible to the arts of 
the advertiser, and that in consequence of neglect of this kind 
many of their generalisations are not well founded. These 
attacks may or may not get home. Whether they do or not, the 
psychologist has no special status in the ranks of the attacking 
army. ‘The business man or any other member of the general 
public is quite as much entitled to complain as the psychologist. 
Indeed it might be urged that many social psychologists should be 
the last persons to employ this particular line of criticism. They 
have not in general been distinguished for the use of that form of 
procedure for the neglect of which economists are blamed. With 
regard to this particular issue Mr. Sargant Florence ends his 
booklet with a strong plea for “‘ statistical methods of investiga- 
tion into economic questions.” “ The possibilities of statistical 
measurement are scarcely realised by most economists, who seem 
content to reiterate old deductions and are too busy or too bored 
to explore the way of exact observation or to use the wealth of 
statistical material put at their disposal by Government depart- 
ments, Royal Commissions, German and American Universities, 
and some few research institutes.’ One may wholeheartedly 
agree with the emphasis which it is desirable to place upon re- 
search of this nature and at the same time be of opinion that in 
such a passage as this the author shows signs of falling into the 
temptation of providing that vivid touch which is thought to be 
required of the writers of pamphlets. Is not the truth something 
of this kind? Only a fraction of the research of this nature which 
is urgently required is in fact undertaken, but this is chiefly owing 
to lack of qualified economists and statisticians. Those qualified 
mostly turn their attention this way nowadays. Where failure 
is most apparent is perhaps in teaching rather than in research. 
Political scientists invariably require students to study constitu- 
tions and their working in some detail. It is remarkable to 
what a small extent students of economics are required to study 
the social and economic structure of this and other countries. 
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It is also complained by the social psychologists that the 
economists make certain psychological assumptions for which 
there is no evidence, if indeed they cannot be shown to be false. 
It is here that the psychologist has a right to be heard. Butisita 
fact that the economist makes definite psychological assumptions ? 
It is true, no doubt, in the case of certain writers at least up to 
a point. For the most part, however, what economists are trying 
to do is to base their constructions upon certain objective forms 
of behaviour commonly observable among men. Men do often 
behave as though they weighed alternatives and balanced things 
one against another—as if, in fact, they went through a process of 
rational calculation. It is upon fundamental facts of this kind 
that, as Mr. Florence says, economists construct their case. So 
far as the economist is concerned, it is not essential to know what 
the true nature of the mental process is. What appears as 
calculation may have its basis in reason or instinct. While making 
a convincing defence of the economist somewhat _on these lines, 
Mr. Florence seems to grant more to the psychologist’s case than 
is necessary. Mr. Florence will have it that the economist 
“cannot argue without assuming some sort of psychological 
theory.” The important fact with which Mr. Florence would 
presumably agree is surely that the economist can argue without 
committing himself to any definite psychological theory and that 
his arguments do not therefore lose their validity when older 
psychological theories give place to new. Economists do fre- 
quently, though for the most part unwittingly, appear to commit 
themselves to particular theories owing to an unfortunate choice 
of words. Thus the psychologists are enabled to achieve verbal 
scores and to appear to prove that economists are devotees of 
outworn and long-discarded theories. 

When Mr. Sargant Florence turns to consider the psycho- 
logists themselves he has no difficulty in showing that there is no 
common ground between them. Is not Dr. McDougall, the critic 
of economists, himself now heavily beset by his colleagues of a 
younger generation? What would the latter now be saying of 
those economists who at the bidding of the older generation of 
social psychologists had attempted to find room for the acquisi- 
tive and other instincts which were at one time so neatly labelled 
and set out in a row? But the essence of the whole matter is 
that psychological assumptions, in the strict sense, are un- 
necessary for ordinary economic generalisations. Men do some- 
thing which one may call calculating, however much pain may be 


caused to certain psychologists by the use of this terminology, 
No. 148.—VvoL. XxXXvII. UU 
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and from that fact much may be deduced. It is perhaps more true 
to say that economists make ethical assumptions than that they 
make psychological assumptions, and that in so far as they do so 
they are open to serious criticism. Perhaps Mr. Sargant Florence 
will take up this theme some day. In any case all readers of the 
second of his booklets will hope for a third. He practises what he 
preaches. No one could accuse him of pedantry, and his firm grip 
of the reality of social problems makes his discussions of academic 


matters alive and arresting. 
A. M. Carr-SAUNDERS 


Descriptive Economics. By Proressor R.A. LEnFELDT. (Oxford 
University Press. World’s Manuals. 1927. Pp.112. 2s. 6d.) 


ProFressoR LEHFELDT has written a most useful addition to 
our supply of introductions to economics. The experience which 
has prompted him to write this book, to which he refers in the 
preface, is that it is well to go through a description of the plain 
facts, unmixed with theory, before embarking on analysis; and 
it is an experience which has probably been shared by a good 
many teachers of elementary economics. The difficulty of the 
method is to avoid the dullness inseparable from facts that are 
wholly unadulterated with anything that can be called theory ; 
and to indicate in an interesting way the phenomena which call 
for theorising, without embarking into theoretical discussions 
forthwith. Professor Lehfeldt appears to have succeeded remark- 
ably well in this respect. His method has been to approach his 
subject by a short descriptive chapter on the main industries, 
or groups of industries, in a modern industrial community, and 
to call attention to the essential features of their organisation 
and methods of production. We begin, for instance, with two 
chapters on farming, which include references to the various 
methods of tenure in use in different parts of the globe, to the 
story of technical improvements in agricultural methods, and to 
the merits and demerits for various types of cultivation of large 
and small, pure or mixed farms, In the following chapters the 
broad features of mining, of manufacturing industry, of transport 
by land and sea, and of the business of finance are similarly 
sketched. Naturally the treatment is slight, in a volume of 
less than 120 pages, but it is simple and clear, and—great but 
none too common merit !—-it should not leave the student with 
the feeling that when he has finished the book he now knows all 
about the subject. 

Professor Lehfeldt’s little book may be specially useful for 
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adult students who often experience great difficulty in grasping 
abstract ideas at the beginning of their acquaintance with a new 
subject. Though the author does not intend it primarily for 
university students, it may be useful also as a corrective for 
those who incline too readily to deal only with abstractions. 

The only criticism of any importance that one is tempted to 
make against the book is that a certain pleasure in what he 
describes occasionally leads the author to gloss over the weak 
points of the industrial machine. On the subject of the functions 
of middlemen, for instance (p. 77), his cheerful generalisations 


seem a little hasty. 
BarBARA WooTTON 


Elements of Economics. By C. R. Fay, M.A. (New York: The 
Macmillan Co. 1926. Pp. xviii + 631. 7s.) 


Tuis is an all-inclusive volume by an American author—not 
by the C. R. Fay we know. It might as well have been called 
“Concentrated Essence” as ‘‘ Elements.’”’ The author adheres 
to the formal division of his subject-matter into the departments 
of Consumption, Production, Exchange, Distribution and Public 
Finance. Within these he deals with everything from Com- 
munism to Real Estate Speculation, from Child Labour Laws to 
Marginal Utility. There is a certain amount of theoretical 
matter, always well illustrated; but information on questions 
of fact greatly predominates. In fact the book may well serve 
not only as a text-book for the American High School boys for 
whom it is written, but also as a book of reference for any 
who desire up-to-date information on economic and commercial 
conditions in the U.S.A. 

As so often happens in a text-book, the standard of difficulty 
which the book maintains varies very greatly from section to 
section, especially in the theoretical chapters. For instance, the 
subject of interest is introduced by a very simple illustration of 
the loan of a tennis racket at a week-end party. This seems to 
presuppose a rather different standard from that to which the 
reader must have attained in order to master the conclusion, 
reached after a very rapid argument, that “the price of any 
agent of production tends to equal the value of the marginal 
product of the entire supply of that agent.’’ Similarly we 
leap with startling suddenness from the homely details of personal 
and domestic economics into the technicalities of the investment 
market. 


It is but just to add, however, that these transitions are 
uu2 
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facilitated by the exceedingly generous supply of tables, diagrams 
and illustrations with which the book is packed. Photographs of 
bills of exchange; reproductions of entries in the household 
butcher’s book; tables of the profits realised by American 
corporations; illustrations of joint supply in the shape of a 
shadowy ox, every one of whose parts, down even to the gall- 
stones, is labelled with a note of its industrial uses—these are 
some of the aids which Mr. Fay employs to great advantage. 

One or two points call for special notice. Mr. Fay has 
departed from the usual practice in introducing the subject of 
saving into the section which deals with consumption. The 
discussion is interspersed with a certain amount of moral exhort- 
ation as to the virtues of thrift, which some of us may find 
somewhat repellent. But there is a good deal to be said for 
treating saving as a branch of consumption. It is also worth 
mentioning that Mr. Fay has succeeded in explaining “‘ com- 
parative costs”’ in a way which ought neither to do violence to 
the pupil’s instinctive common-sense, nor to make him feel that 
a great fuss is being made about nothing at all; which is 
unusual. 

On certain debatable questions the author is carefully im- 
partial, even to the extent that the seven arguments in favour 
of protection are balanced by an equal number on the other 
side. But there are other matters, the single tax and socialism, 
for instance, which are honoured only with a list of “ cons” 
but no “ pros.” 

There are one or two corrections which the author may like 
to make in subsequent editions. There seems to be Irish blood 
11 this sentence (on p. 332): “If given time, any sound bank 
can readily pay its obligations on demand... .” On p. 411 it 
is not quite accurate to say that the “‘ Board of Trade and com- 
mittees appointed by it are given wide powers to impose pro- 
tective duties under the Safeguarding of Industries Act of 1921.” 
On p. 419 “ consumption ” appears to be a misprint for “ pro- 
duction.” 

Altogether this is a good book of its kind; but the kind is 
decidedly unattractive. If it is really used as a text-book which 
will be the starting-point for sermons by stimulating teachers it 
may be very useful. The danger is that the pupils may read the 
texts under a mistaken impression that they are the sermons. 

BarBaRA Wootton 


Morley College, 
London. 
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The Income Tax in Great Britain and the United States. By 
Harrison B. Spavtpine. (P. 8S. King & Son. Pp. 320. 
12s.) 


In this volume Dr. Spaulding provides an intensive com- 
parative study of the present-day working of the Income Tax in 
the two countries. ‘ 

After devoting some thirty pages to an outline of legislation 
and the systems as they stand in relation to each other, he pro- 
ceeds to describe and discuss sectionally their application to the 
tax-paying body. Attention is given to such topics as Tax 
Rates, Bases of Computation, Tax Collection, Exempt Income, 
Double Taxation, and Treatment of Wasting Assets. The method 
employed is to give a detailed description, to which is joined a 
certain amount of economic analysis, but which is dominated 
nevertheless by careful attention to legal intricacies. This 
necessarily involves a highly specialised discussion of the tax 
considered per se, and in consequence there is no mention of such 
matters as comparative yields, and how these are affected by 
changes in policy and rates. Nor, of course, is there a discussion 
of reasons actuating policy. Even so the discussion of national 
perspective in taxing would have been reinforced by information 
showing the relation of income to other taxes imposed by the two 
countries. Again, a chapter on the distribution of the income- 
tax burden, with particular reference to American conditions, 
would have provided a useful complement to the report of the 
Colwyn Committee. . 

Yet within its circumscribed limits, the work may profitably 
be consulted by those who wish for a detailed, comprehensive, 
and clear account which is supplementary to the general works on 
public finance, and to the special writings of Professor Seligman 
and others. It is valuable also as gathering together under one 
cover what is only otherwise accessible in scattered volumes and 
reports. In particular the splitting of the tax as between indi- 
viduals, partnerships, companies, and special contributors such 
as life insurance companies, although accompanied by needless 
repetition, is clearly set out. There are also informative sections 
showing the more liberal treatment in America of wasting assets ; 
the benefits of taxation at the source (as opposed to the more 
subjective and legally harassing American practice); and in 
vindication of the British policy of neglecting casual and capital 
gains. As Dr. Spaulding demonstrates, it is in this last respect 
that the two systems are most distinct : for while it is consistent 
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with American thought to view capital and aleatory gains in the 
light of their value in terms of income, yet the following out 
of this conception to its logical end is provocative of endless 
and wearisome complications. In addition these unmistakably 
obstruct equity, since it is administratively impossible to devise 
regulations covering all differences affecting individual cases, 
especially, for example, in respect of fair valuations. 
J. SYKES 
University College, 
Exeter. 


L’Organisation Permanente du Travail. By E.Manatm. (Paris: 
Libraire Hachette. Pp. 155.) 


TueE International Labour Organsiation which was created by 
the Treaty of Versailles has raised up for itself a host of expositors, 
but none so well qualified as Professor Mahaim. Not only has 
he been intimately associated with its work from the beginning, 
but, as one of the special commission which advised the supermen 
of Paris, he was one of its original progenitors. If anyone, there- 
fore, is competent to throw light on the dark places of Part XIII 
of the Treaty it is he, and in this book he amply demonstrates 
this capacity. Undoubtedly Professor Mahaim has written the 
authoritative book on his subject. It is one of those accomplish- 
ments of Latin precision which make Englishmen green with 
envy. There can scarcely be any point of real importance in his 
rather arid subject which it does not cover adequately. Yet it is 
never for a moment stodgy or uninteresting. The elegant and 
pellucid paragraphs flow serenely on, and it is not until the end 
of the chapter that we realise that we have been plunged in such 
minutie as e.g. “Le bureau de dactylographie, multigraphe et 
Ronéo,’’—and have not been bored! 

But with all this it must be confessed that it leaves a certain 
sense of disappointment. Professor Mahaim has confined himself 
severely to description. He nowhere seriously undertakes a 
critical evaluation either of the structure or functions of the 
organisation he is describing. No doubt this lay outside the 
scope of his intentions, but it is a work which badly needs doing. 
The machinery in itself may be excellent. But is it really 
appropriate to the tasks it has to perform? Is there no over- 
lapping with other organisations? Is no effort expended which 
could not be better utilised elsewhere? These are questions to 
which, perhaps, answers satisfactory to the friends of the present 
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organisation may readily be given, but it is well that they should 
be recognised and answered. Even the most friendly observer 
may feel a certain hesitation to conclude that no time is wasted, 
that nothing is redundant when, in Professor Mahaim’s own 
account of the proceedings of the sixth conference, he learns that 
a fourth of the programme was devoted to a discussion of the 
“utilisation des loisirs des travailleurs!’ What were the 
remarks of the Chinese delegation on that occasion, one 
wonders ? 

Still more regrettable, when one considers the wealth of learning 
and experience which Professor Mahaim would have brought to 
his subject, is the absence of any consideration of the proper 
limitations—the proper extent is, perhaps, the more sympathetic 
term—of the functions of international labour legislation. In 
the past practical economists have always deemed it their duty 
to investigate the functions proper to national authorities. No 
doubt they did not always achieve conspicuous success in this 
direction—although here it is important to distinguish clearly 
what they actually said from what they are alleged to have said 
by modern commentators with a thesis to establish—still they 
made the attempt. Nowadays it is even more important that 
they should devote some consideration to the functions proper to 
international authorities. No doubt there will be some who will 
regard it as desirable that such authorities should do everything, 
just as others will regard it as desirable that they should do 
nothing. But to those who do not range themselves whole- 
heartedly behind either Mr. Cook or Sir Ernest Benn in matters of 
economic policy, it will’ probably seem likely that the truth is 
more complicated than this. And if this is so, then it is in the 
interests both of science and of true internationalism that more 
light should be brought to bear on the subject as soon as possible. 

LIONEL ROBBINS 
New College, 
Oxford. 


The Widening Retail Market and Consumers’ Buying Habits. 
By Horace Secrist. (Chicago and New York: A. W. Shaw 
Co. Pp. vi+ 186. 1926.) 


Tuts volume is a study of material collected by the Bureau of 
Business Research of the North-Western University, Chicago, 
in co-operation with students and instructors of a number of other 
Universities in the United States, with the object of ascertaining 
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how far modern advertising, easy means of transport, and exten- 
sion of buying opportunities, have extended the areas which 
hitherto comprised the retail markets surrounding important 
centres for the distribution of certain articles of general con- 
sumption. The special branch of retail trade selected for investi- 
gation was men’s tailoring and outfitting; and the plan adopted 
for obtaining the information required was to collect from 2,413 
University students forms duly filled in under careful instruction 
setting out the facts concerning the purchase of their clothing and 
that of their fathers. The problem had previously been studied 
from the traders’ point of view. Tables were then compiled 
designed to exhibit the extent to which purchasers bought else- 
where than in their own cities, as well as many other in »rrtant 
factors bearing on the distribution of custom in respect « rea. 
The conclusion is reached that competition now is ‘“‘ a prop. sition 
involving towns and communities where it used to be an affair 
between local stores,” and that ‘“‘ the areas for retailtrading centres 
overlap, and such overlapping transmits competitive effort from 
district to district, thus linking up the country into a single 
market.” 

The interest of this competent work for students of economics 
in this country is twofold. In the first place it bears witness to 
the important position in American business of what is there 
called ‘‘ market analysis,” and to the fact that as much serious 
and detailed study has now to be devoted to selling problems as 
to manufacturing problems. While there is no doubt that British 
business is improving on the marketing side, and that large firms 
and industrial groups are beginning to do for themseives what is 
done in the United States by University Schools of Business 
Administration or Bureaux of Business Research for all, we still 
have much leeway to make up and much hesitancy to shed in the 
sharing of information with one another. It certainly would not 
be an easy matter in England to obtain facts of the kind so freely 
supplied by American business men to research students in 
Economics. 

Again, studies such as this show “ in what way the tendencies 
in the market work out and how our statements of them need to 
be modified in view of the complexities and disturbances of actual 
life.” They are thus a reminder that the utility, cost or sacrifice, 
and competition of the elementary text-books are only a basis for 
a first approximation to an understanding of the forces in the 
market—a fact that is often overlooked by our younger teachers, 
and the neglect of which gives such an impression of unreality to 
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pupils who are seeking to build up a science of business on a 
foundation of economic theory. 
J. G. SMITH 
The University, 
Birmingham. 


The Economics of Small Holdings. By Ep@ar Tuomas. (Cam- 
bridge University Press. Pp. ix + 132. 4s. 6d. net.) 


WHEN considering this little work it is necessary to bear in 
mind the qualifying sub-title, which describes it as “‘ A Study 
based on a Survey of Small-scale Farming in Carmarthenshire.” 
Curiously enough, in tue preface, Mr. C. S. Orwin has to complain 
that the misleading title of a previous publication on the same 
subject by another member of the Oxford Agricultural Economics 
Research Institute conveyed a false impression, with the reverse 
result that a wide-flung inquiry was deemed to be merely of local 
importance. Mr. Thomas is to be congratulated upon the capable 
manner in which he has carried through his investigation of an 
area not remarkable in any way for its homogeneity and by no 
means insignificant in size. His material is almost wholly social 
and statistical, and his interests lie in the present rather than in 
the past. Thus, problems connected with the distribution of 
farms, their method of tenure, the previous occupations of their 
holders, their lay-out and the financial results obtaining pre- 
dominate. Any one familiar with the intricacies of costing 
agricultural undertakings will turn with particular interest to 
those sections where an attempt is made to assess the value of a 
smallholder’s own labour and that of his family. “ Wages per 
unit of labour’’ (the latter having been converted into ‘“‘ men 
equivalents ’’) are here shown in their relationship to the various 
types of farm, and the effect of size, soil, climate and altitude is 
demonstrated. Whilst, of course, nothing is “‘ proved,” the results 
are decidedly interesting, and, if the actual number of fully 
investigated samples is necessarily small, the preliminary work 
was extremely thorough, for Mr. Thomas examined all the rate- 
books of the county in order to compare their contents with the 
figures contained in the Ministry of Agriculture’s Statistical 
Reports; personal inquiry was also pursued when the sociological 
aspects of the inquiry were under investigation. The final 
summary reveals the author to be in possession of a well-balanced 
judgment and immune from the danger of hasty generalisation. 
He is wisely content to point out certain apparent tendencies, 
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thus, in effect, leaving the data he has collected to form a not 
unimportant part of the mass of material which, in a decade or so, 
will be available for a thorough study of the rural economy of 
these Islands. 

The supplementary evidence, adduced from certain continental 
sources, adds to the value of the book, which is well written, and, 
needless to say, well got up, being provided with a list of references 
and an index. It is in the former section that the only obvious 
mistake can be found, for, under the heading ‘‘ Switzerland,”’ is 
placed the Helsingfors publication Smabruket i Skandinavien. 

J. A. VENN 


Capitalism is Socialism: an Industrial System of Political 
Economy. By J. Taytor Peppiz. With a Foreword by 
GILBERT C. VyLe. (Longmans. 1926. Pp. xxi -+ 336. 
7s. 6d.) 


As far as I can discover, there is no connection between the 
title of this book and its contents. Nowhere has the author 
attempted to prove that Capitalism is Socialism—even “ with 
economic adjustments.”’ In his Preface he states that he has 
“developed an industrial economic system as opposed to the 
classical,’’ and this he certainly has done, though his system is 
not particularly new. The book is really a vigorously written 
plea for Protection. The author, however, seems to be aware 
that the word is somewhat out of fashion at the moment, and 
he describes what he wants as “a system of national economy.”’ 
This is to be coupled with mass production, which he very oddly 
calls “‘ the theory of quantity production.” The argument is an 
old one: protective duties all round, with much more Imperial 
Preference. Mass production will then be made possible. Mass 
production means lower prices. This means the foreigner pays, 
and so all will be well. 

The book is almost entirely formless; it rambles on from 
subject to subject without any apparent reason for their order of 
treatment—or for treating some of them at all. For instance, 
after a chapter on the National and International Division of 
Labour, Mr. Peddie without any warning plunges into a discus- 
sion of the Proposed Levy on Capital in France. But, before he 
is half-way through this chapter, he has glided off to the rights 
and wrongs of the repayment of our debt to the United States. 
Then follow chapters on the Growth of Capitalism in America, 
the Growth of Credit in America and its Limitation in Great 





























1927] GUNN: LIVELIHOOD 643 


Britain, the Need for a Prosperous Agricultural Industry and 
Stabilisation of Prices, and the Law of Supply and Demand. 
Then comes a chapter of seventy pages on the Quantity Theory 
of Money. The quantity theory of money is variously described 
as “a vast hoax and gigantic swindle,” ‘‘ a wonderful scheme,”’ 
and “a device.” It is also said not to exist at all. The law of 
supply and demand, too, is “‘ a vast hoax and a gigantic swindle,” 
and there is no such thing. 

Mr. Peddie is wearisomely diffuse, and he has a tiresome habit 
of repeating ad nauseam such phrases as ‘“‘ United we stand, divided 
we fall’; ‘‘ Profits are the reward of enterprise, and loss is the 
penalty of failure’’; “ All things that exist were born in con- 
ception.” This last somehow sounds almost improper, but 
perhaps I have not here quite grasped Mr. Peddie’s meaning. 

H. SANDERSON FuRNISS 


Livelihood : Papers on the Study of the Economic Factor, for Social 
Science Students. By J. ALEXANDER GUNN, Professor in the 
University of Melbourne. (Melbourne: Massina & Co. 
1927. Pp. 232. 10s. 6d.) 


TuIs volume contains the second part of a work which is to 
be entitled Human Society ; the other sections have apparently 
not yet been published. Livelihood is in part an elementary 
economic text-book, written on somewhat old-fashioned lines, 
the first three chapters covering Scope and Method, Value, 
Production and Distribution. Chapters IV, V and VI deal with 
Trade Unions, Trusts, Protection, Unemployment, Insurance, 
Money, Shares and Taxes—a somewhat curious jumble of subjects. 
Chapter VII (which comprises one-fifth of the whole book) dis- 
cusses Contemporary Economic Movements, beginning with 
Socialism and ending with the International Labour Office. 

It will be seen from this outline that the arrangement is 
decidedly chaotic. This, however, may be partly due to the 
origin of the book. It was built up on that very insecure founda- 
tion—courses of lectures (delivered to Professor Gunn’s students 
in Melbourne), and was first issued in the form of pamphlets. 
The pamphlets may possibly have been of some use to Professor 
Gunn’s students, but his wisdom in accepting the suggestion that 
he should bring them out in book form may be doubted. And 
what a book form it is! Miserably printed, horridly got up, and 
expensive. And all it contains is already easily accessible in 
numerous well-known text-books. 

There is nothing very much to object to in Professor Gunn’s 
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statement of economic facts and theories, though many of his 
statements are, perhaps of necessity, so much condensed that 
they often contain little more than half-truths. The author 
could perhaps hardly be expected to treat satisfactorily the 
difficult subjects of Money, Banking and Credit in thirteen pages. 
Nor can Taxation be very thoroughly discussed in twenty-two 
pages, especially if five of them are devoted for some unexplained 
reason to the ‘Payment of Non-Commercial Workers,’ and 
another eight to the Capital Levy. 

If the pamphlets had been more carefully revised before they 
were reproduced in this form, a good deal of repetition would 
have been avoided. Chapter VI, for instance, contains almost 
word for word several passages which appear in Chapter II. 
The book is in places very carelessly written, and is so badly 
punctuated as sometimes to make it difficult to be certain that 
the author’s meaning has been grasped. As an example I quote 
the following, with reference to Godin’s well-known profit-sharing 
scheme at Guise: ‘‘ After the signing of the armistice at Guise, 
the shade of old Pére [sic] Godin seerned to recall the world back 
from war to peace ”’ (p. 209). Professor Gunn in his first chapter 
insists on the importance of impartiality on the part of economists. 
But he by no means follows this precept himself. The book is 
full of his own opinions on the actions of the well-to-do and of 
the workers, on capitalism and socialism, to take only a few 
examples. Some of his criticisms are to the point, others some- 
what superficial. The educational value of the book would have 
been enhanced had its readers been left more free to form their 
own opinions. The excellent bibliographies at the end of each 
chapter should be very useful. 

Economics has reached a stage when it is doubtful whether a 
really satisfactory small text-book covering the whole ground can 
be written. Certainly this attempt is not a very great success. 

H. SANDERSON FuRNISS 


Democracy under Revision. By H. G. Wetis. A Lecture de- 
livered at the Sorbonne on March 15, 1927. (The Hogarth 
Press. 1927. Pp. 47. 2s.) 


THERE is not very much in this lecture which will be of interest 
to economists gud economists. The economics is, in fact, con- 
fined to one or two criticisms of Socialism and of the Distributive 
State, to pointing out that Big Business is inconsistent with 
Democracy, to urging the necessity for a “ stable money basis 
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of world-wide validity,’ and to an insistence on the importance 
of establishing ‘‘ enough political unity to control and direct the 
distribution of raw products, employment and manufactured 
goods about the earth.” 

Mr. Wells’s main thesis is ‘ that we are in the beginning of 
an age whose broad characteristics may be conveyed some day by 
calling it the Age of Democracy under Revision.” “The magic,” 
he thinks, “ has gone out of the method of government by general 
elections.”’ As to the future, he asks, “‘ What is there to prevent 
a great politico-religious drive for social and world unity taking 
hold everywhere of the active and adventurous minority of man- 
xind—that is to say, of all mankind that matters—even quite 
soon ? ” 

By Democracy Mr. Wells suggests is meant, morally, that 
** All human beings are of equal value in the sight of God, or 
legally, All men are equal before the law, or practically, One 
man’s money is as good as another’s.” Like many other critics 
of Democracy, Mr. Wells does not seem to have asked himself 
whether anywhere or at any time a Democracy has been estab- 
lished which fulfils these conditions. May there not be some- 
thing to be said for trying to realise true Democracy before setting 
out on the task of revision ? 

H. SANDERSON FURNISS 


Capital for Labour. By W. Francis Luoyp and BERTRAM AUSTIN. 
(Fisher Unwin. 1927. Pp. 142. 3s. 6d.) 


Tuts book, by the authors of The Secret of High Wages, 
reviewed in the JouRNAL for September 1926, is introduced with 
appreciative forewords by a representative both of Capital and of 
Labour—Mr. W. L. Hichens and Mr. Arthur Pugh. There are 
two prevalent views with regard to the future of what, for want 
of a better name, is known as Capitalism. On the one hand, it 
is maintained that Capitalism has been found wanting and has 
broken down, and that it must therefore be replaced by some 
other system. On the other hand, it is held—and this view is 
strongly supported by the authors—that Capitalism must be 
conserved and developed. The writers believe that “we have 
now arrived at the greatest economic crisis in our history ”’ 
(p. 18), and the earlier chapters are devoted to proving that 
both our industry and commerce are in a very bad way 
indeed. 

Chapter I contains on the whole a good review of the industrial 
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situation, though one which is somewhat exaggerated and over- 
alarmist. Tables giving in percentages the comparative increases 
in the exports of various countries, even when they show that 
the exports of other countries have increased faster than our 
own, by no means tell the whole story as to the relative prosperity 
of the countries compared. For instance, there is no reason for 
becoming agitated because the exports of Czecho-Slovakia, 
which heads the table, have increased by no less than 53 per 
cent. in the three years 1923 to 1925. But apart from this, the 
consideration of exports alone does not go far towards helping 
to form a valid judgment. Nor can figures showing the increase 
of imports be taken as satisfactory evidence of the decline of 
industry without reference to many other sets of facts. Indeed, 
the book contains many sweeping generalisations which often 
contain even less than half-truths, and these are often made to 
carry much more than they will bear. I quote the following as 
examples. ‘It is possible to reduce prices, raise wages, and 
actually improve quality at the same time” (p. 115). This can 
no doubt be done in some cases, but surely not in all. ‘If we 
could compete successfully with imported manufactures we would 
increase our home market by no less than 30 per cent.” (p. 120). 
Would we? “If the 12,000,000 workers of this country were 
each able to spend 5s. a week more, the sales in our home market 
would be increased by no less than £3,000,000 a week ” (p. 120). 
Possibly, but all the other results of such a change in the dis- 
tribution of income are entirely ignored. ‘It must never be 
forgotten that in the early days of industry the worker always 
had the choice of fending for himself or becoming an employee of 
another master” (p. 57). To adapt a remark of Carlyle’s on 
Rousseau’s Social Contract, ‘‘ the date of those ‘early days’ is 
not fixed by Mr. Lloyd and Mr. Austin.”” Whether the following 
contains a half-truth or not I am unable to decide: ‘ In the 
British iron and steel industry . . . with one exception there 
has only been one strike in the last forty years ”’ (p. 109). 

The authors have an interesting chapter on “ A Director’s 
Responsibility,” in which the choice of directors and managers 
is discussed. They rightly point out “that the well-being and 
even the livelihood of thousands of workers and shareholders in 
Great Britain are entirely in the hands of persons who are not 
the best qualified for such positions of trust’ (p. 52). They 
suggest that shareholders might play a larger part in the choice 
of directors. The shareholders are to ‘‘ overhaul their boards of 
directors, eliminating the unqualified once for all, and without 
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fear or favour” (p. 50). This is excellent, but how are they 
to do it? 

I am afraid Mr. Lloyd and Mr. Austin are over-optimistic 
with regard tu many of their projects. Their main hope for the 
future seems to lie in turning every worker into a capitalist, and 
this is to be accomplished by means of profit-sharing coupled 
with payment by results, on which last great stress is laid, though 
‘‘ payment by results without profit-sharing denies the worker a 
deferred reward to which he is in equity entitled’ (p. 79). The 
difficulties of applying the principle of payment by results 
throughout industry do not seem to be fully appreciated. In 
Chapter IV a somewhat elaborate profit-sharing scheme is out- 
lined, by means of which it is claimed that, if all went well, the 
workers could before long obtain complete control of their indus- 
tries. The scheme is ingenious, though not entirely new, and it 
might work if those concerned were willing to work it; and 
there are a great many other “ifs” to be got over. Mr. Lloyd 
and Mr. Austin are not in favour of what they term “ paternalistic 
profit-sharing,” that is, profit-sharing of the ordinary type. 

While the authors are anxious to conserve and develop 
Capitalism, they are fully alive to its weaknesses on the side of 
both Capital and Labour. For instance, they criticise both 
employers and employed for the practice of ‘‘ ca’ canny.” They 
also realise and sympathise with the causes of Labour’s discontent. 
They appear to me to be unduly pessimistic as to the present, 
and over-optimistic with regard to the realisation of the future 
as they see it. However, one cannot but admire the vigour and 
enthusiasm with which the book is written. Its keynote is more 
energy and a greater spirit of adventure in industry. This all 
must wish to see, but surely Mr. Lloyd and Mr. Austin cannot 
really mean what they say when they write: “ Commerce, let 
us hope, is the only great adventure left to man” (p. 35). If 
they do, and if they are right, the world is going to be a very dull 
place indeed. 

H. SANDERSON FURNISS 


The Road to Prosperity. By Sm Grorer Paisu. With a Fore- 
word by Sir Jostan Stamp. (London: Ernest Benn. 
1927. Pp. vii+ 154. 8vo. 6s. net.) 


Str GeorGE Patsn’s compact survey of the economic situa- 
tion of most of the chief nations of the world in this little book 
is authoritative and opportune. A “ general review,” as Sir 
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Josiah Stamp points out in a ‘‘ Foreword” characteristically 
acute and pithy, is followed by separate reckonings for the 
various belligerents in the recent war, and “then, after an 
examination of the Plea,” lately signed and issued, bearing 
several influential names coming from many countries, ‘‘ methods 
of remedy are put forward.” In the review and succeeding 
computations, though the figures are formidably grave, and 
have been got and are handled by a statistician of deserved 
credit and long and wide experience, it may seem to some that 
Sir George “ piles on the agony”’; and it is to be noted that 
Britain still, he estimates, has not inconsiderable, though much 
diminished, foreign investment. He is not, however, entirely 
pessimistic. He commends our own early bold action in return- 
ing to the gold standard and praises our prompt proud funding 
of our indebtedness to the United States; and, similarly, he 
gives appropriate emphasis and warm approval to the accept- 
ance by Germany of the Dawes plan. And perhaps the chief 
novelty and main worth of the calculations made from his arrest- 
ing balance-sheets are to be discovered in his careful discrimination 
between the experience and destinies of different countries. A 
bright future for Poland, for example, is not unlikely; Russia 
is in reality self-sufficing, and no right judgment can be formed 
or trustworthy forecast made unless distinction is drawn, for 
instance, between Belgium and France, and Germany and Great 
Britain. Such attention to particulars imparts assurance to a 
general view, and allows us to endorse Sir Josiah’s tribute to 
Sir George’s capacity for ‘“‘ seeing the wood without climbing 
the trees,” though, “ probably,” the introducer adds, “ no 
fellow-economist would subscribe to every single statement of 
fact’ nor “‘ endorse every emphasis or support every detailed 
remedy.” . 

When we turn to remedies, as the book is prompted by, and 
designed to lend assistance to, the “so-called Bankers’ Mani- 
festo,’’ we should expect to find special stress laid on protective 
tarifis among those “ restrictions upon European trade ”’ for the 
removal of which the plea was made. Sir George himself would 
not, we suppose, question the “ soft impeachment ” that he is 
a “‘ convinced free-trader’”’; and the parallel drawn between the 
“‘ manifesto’ and the historic ‘‘ Petition of the Merchants of 
London ”’ of 1820 did not recommend it in some quarters. But 
many, if not most, “ tariff reformers ” would concede that tariffs 
may be both excessive and inopportune, and would declare that 
a large area within which free trade obtains is preferable to a 
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smaller. It is a matter of common admission that a melancholy 
sequel has shown that the breaking-up of Austria by the peace 
treaty, politically obligatory as it may have seemed or been, 
brought a calamitous economic consequence in permitting or 
encouraging hostile tariffs impeding commerce between the 
severed sections of what was before a single whole—a region 
without internal barriers wherein trade freely went on. 

It should be added that Sir George Paish admits also variety 
to his medicine chest as he discriminates in his diagnosis of 
disease. He exhibits the need and demonstrates the oppor- 
tunities of railway construction, and he handles in the sane 
temper and strong posture we should wish the vexatious prob- 
lems of debt solution and reparations. It is pertinent and 
instructive to press, with him, in these connections, the essential 
unlikeness of the return from the investment of capital in pro- 
ductive enterprise to the discharge of indebtedness or payment 
of reparation on account of wealth that has been wasted or 
destroyed. This pregnant consideration must or should through- 
out be kept in mind. We feel nevertheless that he is “‘ putting 
the cart before the horse ” when he proposes that Great Britain 
should act independently in cancelling the debts owing to her, 
and that it would be an additional advantage if the United 
States followed the example. No doubt Sir Josiah Stamp 
sets rightly in the front as the first of three factors ‘‘ dominating 
the international situation,’ the question whether ‘‘ America 
will go on indefinitely exchanging real wealth for promises, in a 
ledger, of real wealth to be paid back after the crack of doom,” 
and happily there are distinguished Transatlantic economists 
who have not approved of the pose and policy of their Govern- 
ment in debt-reimbursement. We need have no hesitation in 
concluding that the verdict of history will not be indulgent to 
the assumption of the role of Shylock, or of Brutus, by our 
American cousins whatever justifications may be now advanced. 
Economically infelicitous, that part seems to us morally disgust- 
ing, and the cloud of incriminating witnesses increases day- 
by-day. 

L. L. PRIcE 


Towards Industrial Recovery. By Huan Quictey. (Methuen, 
1927. Pp. 191. 4s. 6d.) 
Tuts book may be called a study in post-war competition. 


It attempts to estimate the influence on the relations of the 
No. 148.—voL, XXXVI. xx 
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chief European competitors—principally France, Germany and 
Great Britain—of the main events of post-war economic and 
political policies. The author begins by describing the course 
of British financial policy since the publication of the Cunliffe 
Report ; to this policy he ascribes much importance and takes 
great exception. From Britain he passes to the Continent and 
sketches the industrial aspects of the history of the Ruhr invasion 
and the introduction of the Dawes plan, bringing together some 
useful statistics as to the recent development of German industry. 
Succeeding chapters deal with the rapid industrial expansion 
which has been taking place in France and the strengthening of 
the ties between I'rench and Belgian heavy industry. 

The purpose of the book is, naturally, to inquire what are 
the conditions precedent to successful British competition. The 
author’s answer, sketched in the last chapter, is, chiefly, closer 
horizontal combination by the formation of trusts or central 
selling and purchasing agencies, closer association of finance and 
industry and the establishment of a council like the German 
Reichswirtschaftsrat. But whether or no these are the right 
lines upon which to proceed, it is difficult to say that Mr. Quigley 
really makes out his case. He is, for instance, a great disbeliever 
in vertical, as opposed to horizontal, combination; but his 
objections appear to rest only on the ground that vertical com- 
binations flourished in Germany during the period of inflation 
and have fallen to pieces thereafter, and that some vertical 
combinations established during or immediately after the war in 
this country have since shed certain of their members. Instances 
are given of vertical combinations which have thus dissolved, 
but little is said either to discover the reason for this or to estimate 
the importance of these instances in relation to the whole extent 
of the industries concerned. , 

Indeed Mr. Quigley’s view seems occasionally to be curiously 
inverted, a fact which raises a doubt whether he has adequately 
thought out his underlying principles. We learn, for instance, 
that ‘‘ Lorraine and Luxembourg are areas dependent on demand 
from a much greater market outside of them.”’ They are. The 
problem is to create and maintain “a strong source of demand 


for such a surplus,” which, we are told, Germany did in old days 
by linking up these areas with the Ruhr. But now, argues Mr. 
Quigley, “if Lorraine and Luxembourg were removed from 
German jurisdiction, then the problem, as far as Germany was 
concerned, was greatly simplified; the productive capacity of 
the Ruhr alone could be extended. . . . The Ruhr as a great 
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iron and steel producing area was bound to derive considerable 
advantages from the disappearance of Lorraine.” Which being 
interpreted seems to mean that, instead of attempting to develop 
the Ruhr heavy industries to compensate for her grave losses in 
Lorraine and Luxemburg, Germany is thankful to be rid of the 
latter areas with their unmarketable output in order to be free 
to concentrate upon the Ruhr, whose development possession of 
those areas had made impossible. Surely something is upside 
down here ? 

On the Dawes plan also the author has some rather curious 
views. His general attitude seems to be that the effect of the 
scheme has been to give a great stimulus to the organisation of 
German industry, and to increase her competitive power, which 
indeed may be the case. But it is a little difficult to follow how 
the issue of the industrial debentures, forming part of the plan, 
“represented a direct financing of German industry by the State 
to the tune of £250,000,000.” 

This book, in fact, while it contains some useful wn huntestive 
facts, does not seem to have a sufficiently definite and consistent 
argument resting upon a sufficiently comprehensive survey for 
the reader to get the most out of such facts. The weakness is 
particularly marked in a chapter on Industrial Fluctuations, 
which consists largely of a list of quotations from the works of 
eminent economists on the subject, such as might be transcribed 
from a student’s notebook. 

BARBARA WOOTTON 


English Local Government. VII. English Poor Law History. 
Part I. The Old Poor Law. By Srpney and BEATRICE 
Wess. (Longmans, Green and Co. 1927. 21s. net.) 


TuERE exists no adequate history of the English Poor Law. 
Indeed, the necessary materials for such a history have been only 
to a small extent collated or even dug out of old parish and court 
records. It is easy enough to write, as Sir George Nichols wrote, 
what is virtually a history of the various Acts of Parliament 
relating to poor relief, and of the various projects of reformers. 
But this, as Mr. and Mrs. Webb point out, is a very different thing 
from a history of the Poor Law itself; for, except for a brief period 
mainly in the early seventeenth century, Poor Law administration 
remained constantly, up to 1834, in the hands of a huge number of 
almost wholly unco-ordinated local bodies, and its actual working 


can enly be estimated by a study of their doings. ‘This is what 
xx2 
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Mr. and Mrs. Webb, with the materials they have been able to 
make available, have attempted in this volume—on the whole, 
with very successful results. They do present a picture, such as 
no one has presented before, of the actual working of the Poor 
Law system between the collapse of the early Stuart attempt at 
centralisation and the new central control instituted by Chadwick 
and his friends in 1834. 

The book, indeed, goes back much further than this; and its 
account of the experiment of the early seventeenth century is 
one of the best things in it. Its account of the Poor Laws up to 
the end of Elizabeth’s reign is by comparison scrappy—indeed, 
the authors only pretend to deal with the earlier period in a slighter 
and more introductory way. When they get past the period of 
the Civil War, into the period of unfettered local control by the 
squirearchy, they abandon for the most part the chronological 
method of treatment and write less a history than a general 
essay on the methods of poor relief during the following two 
centuries. This essay is excellent in itself; but the effect of it is 
to obscure the lines of historical development, and, in particular, 
to disguise the effects of changing economic conditions on the 
fluctuations of Poor Law policy. There is too little here either of 
general historical background or of appreciation of the inter- 
working of economic and political factors. For example, the 
effects of the great growth of the ‘‘ domestic system ”’ in the late 
seventeenth century, and of the Napoleonic Wars from 1793 are 
largely obscured by the method of treatment which Mr. and Mrs. 
Webb have chosen to adopt. This leads to some curious results. 
Thus, it is hardly legitimate to quote, and draw inferences from, 
the figures of Poor Law expenditure in the late eighteenth and 
early nineteenth centuries (p. 154), without any accompanying 
reference to the huge price fluctuations of the period. Nor is it 
even correct to attribute the rise in prices, when it is mentioned 
elsewhere (p. 172), mainly to bad harvests, or to refer to the 
growth of Outdoor Relief in the industrial districts from the later 
seventeenth century without relating it to the growth of 
“‘ domestic ’’ production for a fluctuating foreign market. 

These criticisms, however, are not meant to detract from the 
real excellence of Mr. and Mrs. Webb’s book, which is immeasurably 
superior to anything that has been written before about Poor Law 
history. Its greatest merit is that it makes sense. The authors 
show the State’s care for the problem of the poor as arising, save 
to a limited extent in the early seventeenth century, not from any 
secularisation of the medieval ideal of Christian charity, but from 
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the desire and necessity for the ‘‘ removal of a nuisance ’’ which 
threatened the order and due subordination of the realm. This 
appears especially in the treatment of ‘‘ vagrancy ”’ and in the law 
of settlement—on which Mr. and Mrs. Webb have really admirable 
chapters; but it also runs through the entire local administration, 
only tinged with a growing humanitarianism as the eighteenth 
century advances. P 

It is, on the whole, a gloomy and savage picture of ‘‘ man’s 
inhumanity to man” that Mr. and Mrs. Webb are compelled to 
draw. But no one can question its substantial accuracy, or the 
care with which the available material has been collated and 
evaluated. We have now, if not an adequate history of the Poor 
Laws, which can hardly be written until far more work has been 
done upon the local records, at any rate a brilliant and convincing 
essay which embodies an enormous amount of well-digested 
information. The second volume, carrying the record from 1834 
to the present day, will be eagerly looked for. The ‘‘ New Poor 
Law ”’ of 1834 was in its administration essentially different from 
the old. How different was it in its underlying ideas? Did not 
Chadwick, do not most Guardians even to-day, tend to regard the 
poor rather as a “‘ nuisance ”’ to be removed than as the sign of a 
social disease demanding wider measures for its prevention ? 

G. D. H. CoLE 
University College, 
Oxford. 


Labour Migration in England, 1800-1850. By ArtHuR REDFORD, 
M.A., Ph.D. (Manchester University Press. 1926. Pp. 
xvi +- 174. 15s.) 

Tuts book has grown out of a thesis submitted for a Ph.D. 
degree, and from some points of view it has perhaps suffered. by 
its origin. It is a learned work, detailed, and packed with 
references. But it is not attractive from a literary point of view, 
and in fact it is rather dull reading—though this impression may, 
of course, be due to some defect in the reviewer. If the object 
of historical study be to throw light on the present and to provide 
some guidance for the future, the book is not particularly success- 
ful, for the author’s comments on the results of his research are 
very rare, and he hardly ever brings out the bearing of his subject 
upon the social history even of the fifty-year period he is studying, 
or its relation to other branches of knowledge. One is continually 
inclined to ask, What is the point of it all? In the chapter on 
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emigration, for instance, he points out that some study of overseas 
emigration is necessary as a background to the study of internal 
migration. But he never makes clear the bearing of the one upon 
the other, except in the case of the Irish, for whom assisted 
emigration was provided to prevent them from migrating to 
England. Again, he says that the study of migration “‘ becomes 
a key to the understanding of many problems which remain 
obscure so long as the factor of human mobility is left out of 
account ”’ (p. vi). But it never becomes very clear what these 
problems are. 

These defects are too common to pieces of research prepared 
as theses for degrees, and it is a pity that work of this kind is so 
often unattractive and so lacking in suggestiveness. The author 
might say that he was only providing a quarry of information in 
which others could dig, and as a collection of information and a 
piece of research the book is admirable. Dr. Redford appears to 
have made good use of an enormous mass of material, and the 
work must have caused him an immense amount of rather 
tedious labour. The statistical maps are excellent. It might be 
wished that the study could have been carried further, for there 
seems no good reason for stopping at 1850. 

The main points which the author brings out as illustrated by 
the history of migration are that the changes brought about by 
the so-called Industrial Revolution were evolutionary in character 
and slow, which is now fairly obvious, and that there was no 
movement of population on a large scale from the south and 
east to the north and west, as is sometimes vaguely imagined. 
The movement to the manufacturing centres, Dr. Redford points 
out, was from short distances, and it diminished in volume with 
the increase of distance, while a large part of the migration from 
the south and east was absorbed in London. These conclusions 
seem to have been very well foreshadowed by Marshall in a 
passage in his Money, Credit and Commerce, quoted by the author 
at the end of the last chapter (p. 164). 

I doubt very much whether the author is right in thinking that 
the migratory instinct is as strong among men and beasts as 
among the birds of the air (p. 1). At any rate, the amount of 
migration which he describes as taking place in the first half of 
the nineteenth century hardly seems to support his opinion. 

H. SANDERSON FURNISS 
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Staat Recht und Freiheit. By Huao Preuss. (Tiibingen: 
J.C. B. Mohr. Pp. vii + 588.) 


Hvuao Preuss was primarily a historian with his interest 
centred in constitutional and administrative systems; but being 
a historian with one eye always on the present, he was necessarily 
also a practical politician—a politician of the critical but con- 
structive type. He criticised from a background of historical 
knowledge, but he constructed with a clear understanding of what 
might or might not be practicable in the present. This mis- 
cellaneous collection of articles and speeches, republished after his 
death by his widow, illustrates the kind of man he was. In 
articles ranging over a period of seventeen years, including those 
of the War, we find him, undaunted, pressing again and again 
with reasoned emphasis for what he held to be the fundamental 
necessity of the German State, namely reform of internal and 
local administration, especially in Prussia. Prussia is the crux 
of the matter, and in the latest article on this subject (published 
in October, 1925, entitled ‘“‘ Germany and Prussian Administrative 
Reform ”’) he is appealing to Prussia to help towards making 
national unity secure by bringing her system of local administra- 
tion into accord with the fundamental reconstruction of her State 
constitution. It is the relations between local and central 
government that interest him especially. He wants democracy, 
but the State as a whole cannot be truly democratic without a 
basis of democratic, responsible local government. The munici- 
palities and communal authorities should be given more responsi- 
bility, and be relieved from the incubus of local bureaucratic 
authority acting parallel to their own. As long ago as 1808, the 
date of the famous Prussian Stddteordnung, the idea of building up 
a democratic State out of the self-government of local bodies 
existed, but it failed to bear fruit. In 1848 a democratic element 
was superimposed upon the Prussian State at the top, but local 
administration was left in a condition which was characterised as 
being “‘ half unfinished building and half already ruins.” But in 
1925 Preuss could still point out that the two incompatibles— 
democratic local communities and bureaucratic local administra- 
tion controlled from above—were still left standing, as at the 
beginning of the nineteenth century, “in unsolved disharmony 
side by side and opposed to each other.” This article, read in 
conjunction with earlier writings on the same subject, reveals 
how profoundly disappointed Preuss must have been when the 
upheaval of 1919 failed to result, within his lifetime, in any 
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fundamental reform of this antiquated system. He was more 
fortunate as regards the Weimar Constitution itself. Although 
in many respects it did not follow the lines he recommended, yet 
he had the satisfaction of using his knowledge and exercising his 
influence in the creation of the new Constitution, which, whatever 
its defects, was certainly, from Preuss’ point of view, a great 
improvement on the old one. Although a Liberal and a critic of 
socialistic theory, he was no enemy of the socialists, and Ebert 
could call upon him to help in the work of constitutional recon- 
struction. In the fateful days of November 1918 it must have 
been something of a triumph to be able to produce from his study 
drawer a ready-made draft constitution drawn up in 1917, which 
could soon be remodelled to suit the altered circumstances. This 
draft of 1917 is published here for the first time. The volume also 
contains Preuss’ memorandum on the general articles of the draft 
constitution of January 3, 1919, and his speech in defence of those 
articles before the National Assembly the following month. 
Students of the German Constitution and the controversies in 
connection with it will be interested also in the articles reprinted 
under the heading ‘‘ The Work of Weimar,” beginning with one 
published only three days before the Armistice, appealing for a 
‘“* People’s State’ (Volksstaat) and not a “ perverted Authori- 
tarian State” (verkehrte Obrigkeitsstaat). The collection of 
articles entitled “‘ During the War ”’ will perhaps be of greatest 
interest to psychologists. At the moment of collapse (October 
26, 1918) Preuss is appealing to readers of the Norddeutsche 
Allgemeine Zeitung to keep their heads and to be thinking about 
the best means of improvising a democratic parliamentary system. 
A week before, in an address to the Commercial High School of 
Berlin, he is pointing out how the great development of inter- 
nationalism in the years preceding the War, had itself been a 
cause of intensifying the War and discussing the possibilities of a 
League of Nations. In 1917 he was writing on the possibility of 
establishing a democratic and parliamentary form of Government 
for Germany, and in 1916 he was discussing in the Internationale 
Rundschau popular beliefs as to the origin of the War. He was 
also writing during the War on his favourite topic of administra- 
tive reform, but these articles are grouped in a chapter to them- 
selves regardless of their date. For students of constitutional and 
administrative systems it would have been more convenient if 
Preuss’ writings on those subjects, including those concerned with 
the Weimar Constitution, could have been collected in a smaller 
book. But the volume as a whole, together with Dr. Theodor 
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Heuss’ introduction, is not intended as a book for students; it is 
a contribution towards the biography of a man who, without any 
great political following, was yet called upon, in a time of greatest 
need, to apply his talents and his knowledge to the service of his 
country and to exert an important influence upon its history. 

S. SANGER 


La Vie Economique de la France sous la Monarchie Censitaire, 
1815-1848. Par Henri Sée. (Paris: Libraire Félix Alcan. 
1927. Pp. 191. 20/fr.) 


Proressor Henri S£E has, for the most part, confined his 
attention in the past to the economic history of France prior to the 
Revolution and to regional studies of Brittany. He now offers 
us a provisional survey of the first half of the nineteenth century 
in the hope that it will encourage others to undertake the research 
necessary to enlarge our present knowledge of the period. Two 
chapters are devoted to the developments in agriculture and 
industry, one to social conditions, one to the growth of working- 
class organisations, and a final one to improvements in the means 
of communication, the extension of foreign trade, and the growth 
of credit facilities. A useful bibliography is appended. 

If the chapters are set side by side it becomes clear that there 
was comparatively little economic progress in France under 
the Restoration. In agriculture, although the Revolution had 
effected a redistribution of property, it had made slight impression 
on the methods of cultivation. Figures ave given, indeed, to show 
that the redistribution of property was not so complete as is 
sometimes supposed (p. 15); large estates were still important, 
and it remained true that the greater part of the land did not 
belong to those who worked on it. France was subject to serious 
shortages as under the Ancien Régime, poor harvests leading to 
widespread distress. As to industry, Professor Sée concludes 
that “‘lorganisation industrielle de 1815 a 1850 a le méme 
caractére que dans la période napoléonienne”’ (p .49). The 
“ petite industrie ’’ continued to predominate, partly, he thinks, 
because of the lack of credit, and partly because high protection 
perpetuated antiquated methods of prc luction. Public opinion 
was also hostile to the introduction of machinery. So the 
progress under the Empire recorded in Charles Ballot’s L’Intro- 
duction du Machinisme dans l’Industrie frangaise (1923) was not 
maintained. It was most marked in the textiles—particularly 
cotton—where the problems arising out of the employment of 
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women and children began to attract attention. The Société indus- 
triellede Mulhouse demanded the regulation of the hours of labour 
of children in 1827. But the “factory movement ”’ in France made 
slow headway, and it was not until 1841 that a Factory Act was 
passed. It applied to establishments employing more than 
twenty persons, limiting the hours of children; but, since the 
manufacturers succeeded in defeating the proposal that paid 
inspectors should be appointed, the law was largely a dead letter. 

Under Louis Philippe statistics prove that there was fairly 
steady progress. Crops improved. Wheat increasingly took the 
place of rye, potatoes were more widely grown and fallow was 
eliminated. New breeds of cattle and sheep were introduced 
from England. In the north the textile and metallurgical 
industries became well established, particularly as railways were 
developed. Still the country can hardly be said to have 
experienced an industrial revolution by the middle of the century. 
A contemporary could then seriously maintain that large-scale 
industry was artificial and depended on the maintenance of 
protection. There was little class consciousness among the 
workers. Although combinations were forbidden by severe laws 
and workmen had to have their wages entered in their “ livrets,”’ 
their agitation took a political rather than an industrial form. It 
is true that compagnonnage, with its absurd rites, survived, but 
it hardly provided a basis for collective action. Friendly 
societies were numerous and, as in England, they tended to 
become trade societies (“‘ sociétés de résistance ”’), the funds of 
which were spent in furthering disputes with employers. The 
suggestion of Flora Tristan, that there should be a general union 
of the working classes (p. 136), does not seem to have evoked any 
response. Nor did the teaching of Saint Simon and Fourier have 
any marked influence. The Socialist movement among the 
workers had to await the stimulus of Karl Marx. 

The English reader will find a number of comparisons and 
contrasts with our own history spring to mind as he reads the book. 
He may not follow the argument (pp. 40-41) that the decay of 
domestic industries was a condition of progress in agriculture. 
Nor is it easy to reconcile the statement that the sliding-scale of 
1819 and subsequent corn laws had little effect (p. 20) with the 
assertion that “le régime de l’échelle mobile, instauré en 1819, 


porte un coup mortel au commerce des blés ” (p. 149). 
J. F. REEs 


The University, 
Birmingham. 
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A Monetary History of Ireland. Part I, ‘‘ Ancient Ireland.” By 
Rev. Dom Patrick Noutan. (King. Pp. 219. 5s.) 


Ir is well recognised nowadays that primitive institutions, 
far from being simpler, are usually more complicated than those 
of civilised man. The quotations from ancient documents in 
this book amply illustrate the complexity of primitive currencies. 

Unfortunately, the author has never really grappled with his 
material. There is little attempt either at scientific arrangement 
or at systematic criticism and interpretation. Numerous passages 
refer to payments being made or goods being valued in terms of 
cows, women or sacks of corn, as well as in terms of gold and silver, 
in the form of ornaments as well as of coins. But we are invariably 
told that it is doubtful whether the reference is to a physical 
medium of exchange or to a money of account. Dates are often 
left extremely vague. We jump from King Seadna Ionnaraidh 
(? 928-909 B.c.) to Brian Boru (tenth century A.D.) without any 
statement of the dates of the intervening quotations within the 
interval of nearly 2000 years (pp. 77-83). 

It is rather remarkable to find that some of these primitive 
forms of currency survived up to the seventeenth century. 
Annual payments seem really to have been stipulated in terms of 
cows at that time. But the quotation given for the eighteenth 
century (p. 110) is from a will, and the bequest in the form “ I 
order for my niece Molly ten big cows ”’ does not necessarily imply 
the use of the cow as a unit of value. 

It is a defect (perhaps in the available material itself rather 
than in the book) that practically no light is thrown on com- 
mercial dealings. Fines, presents and tribute throw far less light 
than commercial transactions upon monetary institutions and 
practices. 

It is necessary to add that the author of this book does not 
inspire very much confidence, in the first place because his ideas 
of the theory of money are of a childish naiveté, and in the second 
because he seems occasionally to be quite as much interested in 
the good fame of Ireland as in a dispassionate research into his 
subject. R. G. HawTREy 


Economic Annals of Bengal. By J.C. Stvua. (Macmillan & Co. 
1927. Pp. vi-+ 301. 12s. 6d.) 

Early European Banking in India. By H. Stnna. (Macmillan 
& Co. 1927. Pp. iv + 273. 12s. 6d.) 


Mr. J. C. Stnna’s Annals deal with the economic history of 
Bengal between 1757 and the year when Lord Cornwallis ceased 
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to be the Governor-General. The political history is well known, 
but hitherto little attention has been paid to the economic 
history—partly because it is less attractive at first sight, and 
partly because it is more difficult to obtain the necessary data. 
Certain aspects have, of course, been studied, especially where 
the economic conditions exercised a direct and obvious influence 
upon the political conditions. 

A really comprehensive study has yet to be published, but 
in the meantime Mr. Sinha has produced a very useful and read- 
able book. He does not pretend to cover the whole economic 
life and organisation of the province, but deals rather with those 
special economic problems and troubles which arose out of the 
anarchy before and after the battle of Plassey. Thus he assumes 
that the reader is conversant with the type of economic organisa- 
tion which normally existed at that time in Bengal and elsewhere. 

The first chapter is an introduction to the main thesis, and 
sketches very briefly the economic condition of Bengal during 
the half-century preceding Plassey. It calls for little comment 
except on two points. One is inclined to think that the author 
does not emphasise sufficiently the breakdown of good govern- 
ment with the concomitant growth of unchecked corruption 
throughout the province. Further, he asserts that the Maratha 
invasions did not cause very serious economic loss to the country. 
His line of argument entirely neglects the indirect losses, which 
must have been much greater than the direct ones. For the rest 
there is much useful material. 

The period immediately following Plassey up to the time of 
Hastings’ appointment as Governor-General is well treated, and 
considerable attention is devoted to currency problems. There 
is also an interesting discussion of the economic drain from 

3engal and how it was affected. This is very difficult to treat 
quantitatively, but the author has marshailed his facts well and 
has shown great caution in handling them. 

The remaining chapters deal with the administration of 
Hastings and Cornwallis. The same care is shown in the docu- 
mentation, and the author is to be congratulated upon the fair- 
ness which he displays throughout the whole book, which ought 
to be exceedingly useful to all interested in Indian history. 

Mr. H. Sinha’s book Early European Banking deals in fuller 
detail with the banking and finance of the same period. Part I 
gives very full details of the Bengal Bank, the General Bank 
and the Bank of Hindustan. Read in conjunction with the 
Annals it is exceedingly useful. The author has documented 
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all his statements and has shown considerable discrimination in 
handling his subject. Part II is not so useful as Part I, and is 
rather a running commentary on general banking policy and 
conditions in present-day India. It has little connection with 
Part I and shows signs of haste. There are, however, some useful 
facts, chief of which are those which deal with indigenous banking 
methods. ; W.S. THatcHeR 
Fitzwilliam Hall, 
Cambridge. 


The Economic History of Rossendale. By G. H. TuPuina. 
(Manchester: University Press. Longmans, Green & Co., 
Ltd. Pp. xxii + 274. 21s.) 


For this detailed account of economic activities in the Rossen- 
dale valley—which includes the towns of Bacup, Newchurch, 
Haslingden and Rawtenstall—we are indebted to the inspiration 
of the late Professor Unwin and the patient industry of the 
author. Such studies of limited areas are very welcome because, 
apart from the intrinsic interest of the facts and forces that they 
reveal, they enable us to check accepted generalisations. 

Dr. Tupling’s book opens with a fascinating and important 
chapter in which he draws a picture of a medizval “ forest ” area 
being slowly settled by rent-paying tenants who gained a liveli- 
hood by stock-rearing. The importance of cattle in medieval 
economy is well brought out. There is also an important section 
on forest administration, together with numerous sidelights 
upon the ancient system of settling disputes by means of ad hoc 
juries. But much remains obscure. It seems to be clearly 
established that in the Rossendale area most of the Jand was 
devoted to grazing, and that tillage was relatively subordinate. 
But, with regard to such tillage as there was, we are not certain 
of the method by which the villein holdings were cultivated. 
Whether there was a one-field, a two-field, or a three-field system, 
or whether all the holdings were made up of separate closes, we 
do not know. Neither do the documents throw a clear light upon 
the kinds of grains that were then grown. Among these and 
many other outstanding questions Dr. Tupling treads with 
commendable caution ; he never allows his imagination to outrun 
his evidence. 

The first five chapters contain as much material for the 
student of the history of English law as for the student of economic 
history; and there are a hundred examples of interaction between 
economic conditions and legal institutions. 
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As we enter the seventeenth century we are furnished with a 
detailed account of the repercussion in the English countryside, 
chiefly among the yeomanry, of the transition from custom to 
competition, and of the Crown’s law-aided struggle to expand 
an inelastic customary revenue by appropriating some of the 
economic surplus accruing to its tenants. Dr. Tupling throws 
out a stimulating hint when he says that the influence which the 
financial difficulties of the early Stuarts had ‘“‘in modifying the 
development of trade and industry, and in moulding the con- 
ditions of rural life have not yet been fully explored.” Later 
on—in his chapter on machinery and the rise of the cotton manu- 
facture—Dr. Tupling does well to stress the significance of the 
existence or absence of custom or usage in connection with the 
introduction of machinery into, and the development of, the 
woollen and cotton industries. 

Often the main currents of events in the more southerly and 
south-easterly parts of England either did not touch Rossendale 
at all, or reached it much belated and in a modified form. The 
large landowner was always exceptional in Rossendale, and “ the 
effect of the Industrial Revolution was actually to strengthen 
the position of the small holder.’’ On the other hand, the author 
establishes for his area certain facts that are confirmatory of the 
results obtained by other investigators over a wider field. There 
is, for example, the employment of very young children in the 
domestic industries; and the fact that before the rise of the 
factory system parish authorities were in the habit of apprenticing 
destitute boys to local craftsmen, with results sometimes good 
and sometimes bad. Dr. Redford’s recent conclusions regarding 
labour migration during the Industrial Revolution are supported 
by the evidence from Rossendale. Chapters VI and VII together 
form a wholesome corrective to those facile but inaccurate 
accounts of the Industrial Revolution which make it appear much 
more sudden and rapid than in fact it was. There are, however, 
“thin” places. Comparisons between the domestic system and 
the factory system after the transition period are too few. The 
reader should not, for instance, be left to wonder whether the 
attics, lofts, old barns and other structures which were used as 
workshops by the eighteenth-century domestic weavers were on 
the whole more insanitary and ill-ventilated than the general run 
of early textile factories. Moreover, I incline to the opinion 
that Dr. Tupling gives rather too little attention to the wage- 
earners, and to some of the results of innovations and severe 
industrial depressions. There are but brief references to machine 
breaking and to the “ plug riots ’ in Rossendale, and not a word 
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about the Chartist Movement. In short, the work would have 
been better balanced if more space had been given to the nine- 
teenth century. 

Nevertheless, we have here an important book of closely 
printed, well-documented pages. There is also an elaborate 
table of contents, as well as a good index, an excellent biblio- 
graphy of manuscript and printed sources, six maps and seventeen 
appendices. ALFRED PLUMMER 

Ruskin College, 
Oxford. 


A Study in Social Economics: the Hunter River Valley, New 
South Wales. By F. R. E. Mauxtpon, B.A., M.Ec. (Mel- 
bourne: Workers’ Educational Association. Pp. vi + 201. 
12s. 6d.) 


Tus volume is the ninth of a Workers’ Educational Association 
series of Economic, Political and Social Studies, written in 
Australia and New Zealand. The series is edited by Mr. G. V. 
Portus, and contains his now well-known Marx and Modern 
Thought. Mr. Mauldon’s book is a regional survey of the Hunter 
River Valley, one of the most important industrial districts of 
Australia. The Valley lies about a hundred miles north of 
Sydney, and runs inland from Newcastle on the coast. The 
district is both agricultural and industrial. It is rich in coal, and 
a large mining industry has been built up, while the manufacture 
of steel and iron has been established on a considerable scale, to 
say nothing of lesser undertakings. As might be imagined, most 
of the industrial problems with which larger communities are 
familiar have appeared in the Hunter River Valley alongside the 
growth of its industries, and these Mr. Mauldon explains and 
discusses. The comparatively few running comments and 
suggestions he makes appear to be reasonable, but the book is 
almost entirely descriptive. The work is extremely well done. 
It should serve as a good model for others who are attempting 
similar surveys, and more of these might very usefully be 
undertaken. 

H. SANDERSON FURNISS 


The Modern Development of City Government in the United Kingdom 
and the United States. By E. S. Grirrira. (Oxford 
University Press. 1927. 2 vols. Pp. 745. 42s.) 

Municipal Finance. By H. KE. Buck. (Macmillan Company, 
1926. Pp. 562. 17s.) 
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Problems in Municipal Government. By A. CuEsTER HANFoRD. 
(H. W. Shaw Company. 1926. Pp. 457.) 


Mr. E. D. Stmon recently reminded us that the study of Local 
Government need not be dull. Incidentally he included in his 
delightful book a plea for the organised study of Local Govern- 
ment in Universities in this country. It would not be altogether 
surprising if some of Mr. Simon’s American colleagues were to 
express sentiments very different from his about the desirability 
of research. The busy American administrator must be be- 
wildered by the immense output of studies and books by bureaux 
of research and University departments in his country. The 
authors of these three books are Americans. Mr. Buck in 
collaboration with others has prepared a volume on City Finance. 
We are told that ‘‘ the work of the New York Bureau of Municipal 
Research in city government forms the background ”’ of this 
book. ‘‘ The aim is to outline a financial system which city 
governments may adopt and use.”’ Its appeal is therefore limited. 
It is strictly practical. City treasurers in this country might find 
much to interest them. Mr. Chester Hanford is assistant professor 
of Government at Harvard. He has got together close upon “ a 
hundred problems, each of which covers an actual case which has 
recently arisen or is now pending in a particular American city.” 
These cases are intended to supplement text-books and serve as a 
basis of classroom discussion for University students of American 
problems. 

The remaining book is of more interest to English readers. 
Mr. Griffith began his studies of American cities at home, and 
made use of his opportunities when at Oxford to extend them to 
this country. In the first volume he describes the development 
of city government from 1870 to 1920, and in the second volume 
he discusses the problems raised. The plan adopted by the author 
presents difficulties. American city government is more easily 
distinguishable than is English city government from local govern- 
ment in general. City government is, infact,an American term. It 
is doubtful how far it is possible to obtain a just view of English city 
government in isolation from other local government bodies. 
Again, the scheme of dealing in sections, first with one country 
and then with the other, makes it difficult to grasp the important 
threads in the story. The first volume is not easy reading. It is 
crowded with useful facts. For English readers the sections 
concerned with America are the most interesting. The author 
does not gloss over corruption and the spoils system. He gives 
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the impression, however, that it is largely a phase that has passed, 
and the general conclusion to which he leads is that American 
city government, having shed its ugly features, has evolved to a 
more satisfactory condition than is found here. 

In the second volume it becomes apparent that this is very 
definitely Mr. Griffith’s opinion. He contrasts the initiative, 
rivalry and adventurous local patriotism of American cities with 
the drab efficiency of English city government. On the one hand, 
there is readiness to spend, and on the other hand there is the 
hampering ratepayer’s psychology. We may admit the general 
accuracy of his account of the spirit pervading English city 
government. Indeed, he might have emphasised more strongly 
the lack of imagination and the absence of any sign that the 
problem of the city as a whole, in the present or in the future, 
engages the serious attention of any important body of the in- 
habitants. But we need not at the same time admit the justice 
of his analysis of the causes of this state of things. His chief 
bugbear is the rating system. He has almost as great a dislike 
of grants-in-aid. He wants to see English cities “ given their 
freedom.’ Even if we admit the taxation of site values to be a 
desirable innovation and regret that English cities have not had 
the freedom of German cities to buy land, it is still possible to 
hold that Mr. Griffith lays too much stress upon imperfections in 
the mechanism. Is it not the case that for some years civic 
enthusiasm in America has gone into local politics, and that this 
accounts for the lifeless condition of national politics? Here the 
contrary is largely true. In England you do your duty in local 
politics, but you get things done in national politics. Imperfect 
mechanism does not account for the dismality of English local 
government. A reform of the rating system will not of itself 
raise men’s minds from the level of gas, water, tram problems to 
a contemplation of the vision of the beautiful city of the future. 
But reforms may assist. One line of advance, not stressed by 
Mr. Griffith and possibly not applicable to America, might be 
in the direction of “regionalism.” The institution of regions 
gathering together and focussing existing local and county 
patriotisms and sentiments, and armed with something of the 
freedom that Mr. Griffith desires, might evoke that spirit of 
enterprise, imagination and initiative the absence of which is at 


present so marked. 
A. M. Carr-SauNnDERS 


No. 148.—vou. XxxvIit. YY 








NOTES AND MEMORANDA 


RAILWAY OWNERSHIP OF INLAND WATERWAYS 


Tue following note is primarily an attempt to suggest how 
true at the present time is the statement once made by the Royal 
Commission on Canals and Navigable Waterways in 1909, that 
“ the cases in which railway companies have a more or less strong 
positive interest in pushing trade upon canals belonging to them 
are exceptions to the rule.”” It is not proposed to deal with the 
practical arguments of the question, which are now old history, 
but merely to indicate what has been the effect of railway owner- 
ship and control on their traffic and revenue since 1888, when 
statistics from the owners were first collected under legal powers. 

Ever since the Report of 1909 a distinction has been drawn 
between those waterways in the hands of independent statutory 
companies, those owned, and those controlled by railway com- 
panies. The shade of distinction between ownership and control 
is well expressed by the words and can lead to no ambiguity. 
In 1905 there were in Great Britain 2,557 miles of independent, 
1,049 miles of railway-owned and 218 miles of railway-controlled 
waterways exclusive of estuaries and open rivers. Among these 
are over 1,000 miles of unimportant waterways which hardly 
merit the trouble of record, but even accepting them on equality 
with others it need hardly be pointed out that the railways 
control about 33 per cent. of the total mileage. Since 1905 there 
have been few changes or abandonments that would lead to 
challenge of these figures. 

No recent traffic statistics exist for all these waterways, but 
if we take those only for which the Ministry of Transport gives 
figures in the Railway Returns, and omit for convenience the 
Gloucester and Berkeley Ship Canal as being more a maritime 
than inland canal, the table on page 667 can be constructed. 
The sources are the Evidence to the Royal Commission, Volume 
IV, for the three earlier years, and the Annual Railway Returns 
for 1925. It is realised that the table has inherent deficiencies in 
that it merely gives traffic originating and conveyed, whilst the 
ideal unit would be the ton-mile, and that it refers to no more than 
2,461 miles of canals (being the only important portion), but for 
the broad purposes of the argument perhaps these may be over- 
looked, as the results do not depend on too nice an adjustment. 
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TaBir I. 


Traffic in thousands of tons on 1,204 miles of Independent and all 
Railway-controlled and owned Canals in Great Britain 

















1888. 1898. 1905. | 1925. 
Ownership. 
C. oO: = €. O. C. O. | C. 
Independent ._ . | 17,269 9,541 | 17,813 || 10,496 | 17,908 9,237 | 12,586 
Railway-controlle 8,640 8,591} 9,610 7,295| 8,382 4,034} 4,792 
Railway-owned . 7,015 3,533 | 5,978 3,311 5,809 2,031 | 2,549 
Total . . . . | 32,924 || 21,665 | 33,401 || 21,102 | 32,099 || 15,302 | 19,927 



































C. = Conveyed. O. = Originating. 


Without going into percentage details, but taking rather a bold 
glance at the figures, the points to be made are four. First of 
all, the three years 1888, 1898, and 1905 show a fairly constant 
traffic on the whole of the mileage, whereas the 1925 figure shows a 
considerable decline. Fhe reasons for the general decline are 
many, but chief among the temporary causes must be included the 
factor of trade depression. The more permanent causes were 
classified by the Royal Commission, and it remains but to add 
motor competition, which hardly began till three or four years 
after the Commission sat down to its work. The second point is 
that the independent companies have lost comparatively less 
traffic than either of the other two classes. The third is that the 
greater the degree of railway influence, as represented by control 
or ownership, the greater the percentage decline. The fact is 
very significant that whilst the independents actually increased 
their tonnage up to 1905, on 1888 and 1898 figures, the railway- 
owned show a consistent record of decline over all four years. 
The fourth suggestion, and the one that shows more clearly the 
limitations of the statistics, is hardly so marked, but apparently 
there has been a great decline of non-originating or through 
traffic in the case of both railway canals and independents. 
Admittedly we lack a convincing definition of through traffic, 
but roughly speaking it would seem as though for a reason yet 
unknown there has occurred something to discourage it. In 
addition to these four points, which are extracted for special 
mention, it is clear that the traffic density (tonnage divided by 
mileage of waterway) is considerably greater on independent than 
on railway-owned canals, although not greater than on railway- 
controlled canals. 


Traffic conditions are often a very deceptive guide to the 
yy2 
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economic situation of transport, and it is only by reference to 
financial considerations that a check can be made. Obviously 
a heavy tonnage may go with high expenses, or a growing tonnage 
with a fall of average rates or increase of expenses. No com- 
plete material exists showing the financial condition of British 
inland waterways more recently than 1905, but by combining the 
stray 1925 information from the Annual Railway Returns, the 
Annual Accounts, and certain Conservancy Reports with twenty- 
two balance sheets kindly lent to the writer by individual com- 
panies, the following table has been constructed : 


TaBLE II 


Revenue and Expenditure in thousands of pounds of 992 miles of 
Independent, all Railway controlled and owned Canals in Great 
Britain 





Gross Gross Net 


Ownership. Year. : 
P Revenue. | Expenditure. | Revenue. 








Independent. ‘ 1888 879 577 302 
1898 915 695 220 
1905 925 715 211 
1925* 992 776 211 
Railway-controlled . 1888 261 98 152 
1898 265 116 149 
1905 244 129 116 
1925 274 173 
Railway-owned . ‘ 1888 435 339 
1898 384 338 
1905 394 348 46 
1925 188 300 (Loss) 112 
Total : ; ‘ 1888 1,565 1,014 551 
1898 1,564 1,149 415 
1905 1,563 1,192 373 
1925* 1,454 1,249 200 

















* In the 1925 Net Revenue figures are included those for 1925-6 of the 
Caledonian and Crinan Canals because the accounting year is so fixed. The Gross 
Revenue and Expenditure columns omit figures for these canals in 1925-6, as 
they were not obtainable, and hence the Net Revenue does not represent the 
difference between them. 


The information, however, does not include all the canals given 
in Table I, the omissions being the Worcester and Birmingham, 
Staffordshire and Worcestershire, Aire and Calder and Glamorgan- 
shire, from whom exact material was unobtainable, but there is 
almost certain ground for the belief! that the results would be 


1 Based on private information. It will be remembered that, although 
statutory companies like railways, the canal companies have not been compelled 
to supply financial returns to the Government since 1905, except during the 
period of control. Moreover, few of them are limited liability companies, so that 
Somerset House cannot reveal any balance sheets. The difficulties of obtaining 
information are almost insuperable in an industry suffering like canal transport 
from an inferiority complex. 
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definitely confirmed if they were included. In dealing with the 
financial material, moreover, there are at least two limitations. 
Perhaps most important is the fact that inland waterways fre- 
quently derive a large proportion of their revenue from strictly 
non-transport sources. There are canals like the Grand Junction 
or Rochdale, for example, which own large amounts of property 
or investments which do not depend on the existence of the 
canal for their value. The Grand Junction in 1925 had a gross 
revenue of £144,650, of which only £68,928 represented tolls. 
The Rochdale in 1923 sold important reservoir rights to the 
Rochdale and Oldham Corporations and derived a considerable 
revenue from the sale. In fact this company would probably pay 
better dividends could it be disencumbered of its canal. Nor are 
these isolated instances. The second limitation is that, of the 
canals included in the table, five were carrying at the three earlier 
dates: in 1925 only three still carried. In 1921 the Shropshire 
Union (railway-owned) and Rochdale (independent) were com- 
pelled to abandon the trade, but in 1924-5 the Erewash took it 
up under an old Act of 1845. The effect of this is unduly to 
inflate the figures of gross revenue and expenditure for the three 
earlier years in relation to 1925. 

There are other qualifications of less note, but the emphasis 
of the table will be laid on the same points which the traffic 
analysis yielded. Reference in the first place to the general 
course of net revenue clearly shows a gicat decline, which would 
be all the more convincing were it necessary to have regard to 
changes in the value of money at these four years. The second 
result of the analysis is recognition that, apart from the fact that 
1888 shows a considerably greater net revenue than any of the 
other years, independent canals have apparently suffered no 
financial decline on 1898 and 1905, although the value of the 
income is much less than before. Thirdly, the fact emerges, 
with complete confirmation of the traffic statistics, that the 
greater the degree of railway control the greater the decline on 
previous years. There are certain practical limitations to the 
import of the table, but the large railway-owned loss of 1925 is 
no accident, representing, in fact, the lowest loss made since 
1919. In 1920 the railways lost £452,467 on their canals. Just 
before the War, in 1913, they made a profit of £19,505, but what 
is clear is that this decline has been going on consistently over 
the whole period despite the railway contention that it cannot be 
to their interest to make losses. 

Generally speaking the two tables seem to show that the 
greater the railways’ hold on waterways the greater the decline, 
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but lest it be immediately concluded that this is entirely due 
to deliberate intent, it must be said that they own certain lengths 
of canal which could never pay even with the most enthusiastic 
management, and which the railways would be only too glad 
to get off their hands. I have in mind such cases as the Kennet 
and Avon, which the Great Western Railway recently attempted 
to abandon. But even then there is convincing enough margin 
to warrant the conclusion that those who have a direct interest 
in promoting canal traffic have managed to make some profit 
even in the present bad times, but those who have only a partial 
or even no interest have suffered a great decline. 

Divided and partial railway ownership of routes and lack of 
co-ordination with other forms of transport have been among the 
contributory factors in the decline of inland waterways. Whether 
or not there is economic justification for the great reconstruction 
schemes outlined by the Royal Commission, there is no doubt 
whatever that co-operation and unified ownership would be at 
least a practical step towards the solution of one side of the greater 
transport problem. The Railways Act 1921 was an attempt, 
among other things, to look at railway transport from a rational 
point of view. Cannot we hope that the fundamental principles 
embodied in this Act shall one day be applied not only to canal 
transport, which is perhaps one of the minor methods in use 
to-day, but to the transport system of the country as a whole ? 

C. D. CAMPBELL 
Manchester University. 





THE POPULATION CONFERENCE AT GENEVA 


THE World Population Conference held in Geneva at the 
beginning of September was attended by members of some thirty 
different nations, and the programme included contributions by 
biologists, statisticians, economists and administrators such as 
M. Albert Thomas. It is the case that the English-speaking 
representatives played the predominant part, which may be 
attributed to the interest now displayed in this country in the 
problem of quantity of population, in America in migration and 
in both countries in eugenic questions. It is also true that the 
biological aspect received most attention, which is due no doubt 
to the progress now being made in research into various funda- 
mental questions. The interestng papers by Professor Fairchild 
on Optimum Population and by M. Thomas on Migration aroused 
animated if not very enlightening discussions. The discussions 
of biological problems, however, showed that modern views 
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regarding certain fundamental matters are of no little general 
interest and importance. 

Taking fertility as an example of such a fundamental problem, 
it is generally agreed among statisticians that the variations in 
the birth-rate observed over a long period and the differences 
noticed as between different sections of society at any one time 
accord with what is known as to the prevalence of the habit of 
family limitation. Biologists, on the other hand, while not 
committing themselves to any explanation of these phenomena, 
are concerned to point out that, little as we still know about the 
extent to which fertility is influenced by environmental factors, 
a constant fertility cannot be assumed. Research has revealed 
the existence of vitamine E, which has a bearing upon fertility, 
and other experiments demonstrate the effect of diet and of 
crowding upon fertility. It follows that the possibility is not 
shut out that changes in diet over a period of years might affect 
fertility and that differences in diet might be responsible for 
differential fertility as between different sections of the population 
with different food habits. So much emerged from Dr. Crew’s 
and Dr. Pearl’s papers and the discussions which followed them. 
In the course of a discussion following a paper on differential 
fertility most interesting communications were received by 
representatives from Sweden, Germany, Holland and Italy. It 
would appear that since the war differential fertility has turned 
definitely in favour of the higher economic classes in Stockholm, 
and that in Germany and Holland the fertility of the lower 
economic classes is now but little superior to that of the higher 
classes. In this country and in Italy, however, the advantage 
is still markedly with the lower economic classes. It thus seems 
likely that the tendency under post-war conditions is towards a 
narrowing of the gap between the classes, and it is possible that 
the pre-war situation may in some places become reversed. 

To the discussion on the results of differential fertility an 
important contribution was made by Mr. Haldane. He pointed 
out that, assuming the more successful classes to be possessed 
on the average of a biological endowment different in some 
respects to that possessed by the less successful, it does not 
necessarily follow that the relative failure of the former to repro- 
duce themselves will result in a rapid diminution of the prevalence 
of these specific qualities. What happens will depend upon the 
mode of inheritance of these qualities, and it can be shown in 
the light of modern investigations that, if, as is probable, these 
qualities are usually complex and not of the nature of simple 
dominants, the result upon the biological composition of the 
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population as a whole of the failure of the higher classes to repro- 
duce will, even in the course of several generations, only be small. 
This demonstration certainly takes the sting out of the alarmist 
prophecies of race deterioration as a result of differential fertility. 
On the other hand, Mr. Lidbeter’s paper, which was one of the 
most important presented to the conference, showed that the 
existence of poorly endowed stock raises a problem of great 
magnitude. He gave the first results of an investigation lasting 
over many years into the habitual paupers of a certain district. 
He showed that these persons generation after generation form a 
segregated intermarrying class, the members of which, in spite of 
social improvements and increased opportunities, often become 
chargeable during a substantial portion of their lives and exhibit 
a high incidence of mental abnormality, disease and crime. 

The conference as a whole was highly successful. It repre- 
sented the first organised attempt to pool information and 
exchange views with regard to the scientific foundations of the 
population problem. It was a wise move to concentrate first 
upon the scientific basis. The decision was taken to form the 
nucleus of a permanent organisation for the promotion and 
co-ordination of these studies, and it may be hoped that inte1- 
national co-operation in these spheres may ultimately help 
towards an agreed international policy in regard to practical 
problems. , 
A. M. Carr-SaUNDERS 





Tur NETHERLANDS Bank, 1926-7 


Reports presented by the President and Commissaries, June 192% 
(English Edition, Amsterdam, 1927.) , 


Tue Report of the Netherlands Bank 1926-7 draws attention 
to the difficulty arising out of the instability which the gold points 
have shown since the war. Formerly the gold points were fixed at 
a certain level of the exchange rate, and it was only when the rate 
reached that level that export of gold took place. The cost and 
duration of transport now change so often that the gold points are 
continuously fluctuating. Among the causes of those fluctuations 
are special freight arrangements, saving of interest by air transport, 
and reduction of insurance fees. The Direction desires to raise 
the question whether the central banks ought not to combine in 
taking up the study of this matter. 

A total of Fl. 8,2 millions of gold was shipped during the 
period under report (April 1, 1926-March 31, 1927). In order to 




















1927] THE NETHERLANDS BANK, 1926-7 673 


prevent gold shipments the Netherlands Bank bought and sold 
in the exchange market (maximum foreign exchange holdings 
Fl. 225,6 millions, minimum FI. 169,0 millions). As the outflow 
of money, due to the higher rates of interest abroad, was furthered 
by foreign loans placed on the Amsterdam Bourse, the rate for 
loans on collateral was raised in February 1927 by } per cent. in 
order to give a warning to the market. The discount rate 
remained unchanged throughout at 34 per cent. 

Mention is made in the Report of the credit placed at the 
disposal of the Banque Nationale de Belgique in connection with 
the stabilisation of the Belgian currency. Several central banks 
(those of England, U.S.A., Germany, the Netherlands, France, 
Switzerland, Sweden, Hungary, Austria, Italy and Japan) partici- 
pated in this action, the administration. of the credit being 
assigned to the Netherlands Bank. 

As to the discount market, the Direction states that the 
development has continued satisfactory, thanks to the low rate 
of interest and the activity of the firms which accept, buy, and 
sell bills. 

In April 1927 the Netherlands Bank placed foreign banking 
houses, which have taken the form of a Netherlands firm or 
company, on the same footing as the internal banks (including the 
three acceptance houses), as far as the eligibility for re-discount of 
their bills is concerned. They have been admitted to the arrange- 
ment of April 1922,1 so that now all incorporated banks are 
sure that their acceptances arising out of foreign transactions—if 
they are self-liquidating prime bankers’ bills—are as a general 
rule eligible for re-discount. Other acceptances can also be 
declared eligible, but in this case the Netherlands Bank must be 
consulted before the paper is put into circulation. 

Another fact of great importance for the development of the 
Amsterdam discount market is the resolution of the Netherlands 
Bank, taken a year ago but only recently published, to include 
bills in the collateral on which, under certain conditions, credits 
are granted. Thus some of the principal bill brokers are able to 
have recourse to the central bank in this form, which, unlike 
re-discounting, can be used at any time for short terms. 

On the money market loans with bankers’ acceptances as 
collateral are gaining in importance. Several lenders, who 
formerly restricted themselves to “ prolongation” (one-month 
loans on collateral of shares and bonds), now give call loans on 
bills as well; the latter are more liquid and save the brokers’ 
commission. 

1 Mention was made of this arrangement in this JounNaL of June 1926,p. 324. 
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The Committee appointed by the Government to advise on 
the admission of foreign loans has published its report. It 
calculates the total of foreign issues in Holland at 


49-9 million guilders in 1924, 
126-8 __,, - in 1925, 
298-8 5 in 1926, 


and further gives proposals for the Government control of stock- 
jobbing. 

The Dutch Stock Exchanges had been almost wholly free from 
legal regulation. The stock-jobbers had themselves created 
organisations which make rules for Bourse transactions, for 
admission of shares and bonds to the official price list and for 
publication of quotations. At the outbreak of the war the Stock 
Exchanges were closed. In order gradually to return to normal 
conditions the Stock Exchanges were placed under control of the 
Minister of Agriculture, Industry and Commerce (after dissolution 
of this Department the control was assigned to the Finance 
Minister), who had to indicate which stocks and bonds were to be 
admitted to the official price list. 

The Commission prefers from the general economic point of 
view a free international flow of capital; but the importance of the 
issue and quotation of foreign loans is such that the Government 
cannot keep aloof. 

In the first place international policy may make it necessary 
that the Government should be able either to order or prevent the 
admission to the official price list of a particular foreign stock or 
bond. 

Further, Dutch citizens must be protected against misuses in 
the domain of stock-jobbing. As a general rule this protection 
can be left to the several organisations. It must, however, be 
possible to appeal to a higher resort regarding the decisions of 
those associations. Therefore the Commission proposes to appoint 
an independent committee (consisting of the President of the 
Netherlands Bank, the President of the Amsterdam Chamber of 
Commerce, a nominee of the Finance Minister and, with only an 
advisory vote, the President . the Amsterdam Stock Exchange 
Association (Vereeniging voor den Effectenhandel), which is to 
decide in the last instance on questions about : 

(1) Refusal of an association to admit a stock or bond to the 
official price list ; 

(2) Refusal of an association to authorise publication of 
quotations. 

In order to prove that it is in practice possible to contest tie 
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decisions of the organisation, the Commission cites the case of the 
opposition of the Amsterdam association to the German loans in 
1925, when it refused admission to the price list to all German 
loans issued in Holland because of the insufficient re-valorisation 
of German pre-war debts. This measure, however, could not 
prevent the issue of German loans on a large scale. 

The Netherlands Bank has, as from October 13, 1927, raised 
its discount rate for bills and promissory notes and the interest on 
loans secured by goods by 1 per cent. and the interest on Dutch 
and foreign securities given as collateral and advances on current 
account by 4 per cent. The latter had already been raised by 
4 per cent. on February 3, 1927. 

The present rates are as follows :— 


Discount for bills . > , ; . 44 per cent. 
ws for promissory notes. ‘ oe ee 
Interest on loans against collateral of 
Dutch securities ‘ a «x, 
Interest on loans against alien of 
foreign securities f 5}, 5 
Interest on loans secured by onl , eS 3 = 
», On advances against collateral on 
current account . : ; ? ns ae ean 


Since the middle of last year the amount of the metal reserve, 
the foreign bill holding, and the ‘‘ Various accounts ”’ on the credit 
side of the weekly report (which largely consist of balances abroad) 
show a constant tendency. to fall, while the credits allotted at home 
in the form of the discounting of bills and the granting of credit 
on collateral have almost constantly increased. This points to a 
continuous outflow of funds—mainly in connection with the 
granting of large credits to foreign countries—which was 
responsible for the fact that in the summer of 1927 the high rate 
of the dollar led to considerable gold shipments to the United 
States, and that recently the rate of the pound sterling obliged the 
Netherlands Bank to intervene on the bill market in the endeavour, 
by releasing large sums in pounds, to keep the rate below the point 
at which the export of gold to England would become profitable. 
All this had its reflection on the money market, which gradually 
became less abundant. 

During the last few weeks, in connection inter alia with the 
raising of the discount rate of the German Reichsbank, the 
above development has become more pronounced, the demand for 
pounds increased still further, and after the end of September the 
improvement of the money market was very slight. The Nether- 
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lands Bank could then no longer refrain from raising the discount 
rate, which had been postponed as long as panned in the interests 


of the Amsterdam discount market. 
G. W. J. Bruins 





OFFICIAL PAPERS 


Imperial Economic Committee. Report on Marketing and Pre- 
paring for Market of Food-stuffs produced within the Empire, 
Fifth Report—Fish. (Cmd. 2934. Pp. 83. 6d.) 

An important study of the conditions of the fishing trade, 
whose product has often been taken as a typical case of the 
instability of ‘‘ market’ prices. There is no evidence pointing to 
a shortage in the total fish supplies of the world. Several 
valuable grounds are as yet only partially worked. The limits to 
the range of fishing are fixed by the extreme perishability of the 
product, and by the fact that methods of preservation have not 
been improved equally with those of capture. A fundamental 
difference between “‘ white ’’ and “ pelagic ”’ fish divides the trade 
into two separate parts; in the British market, the consumption 
of white fish is relatively increasing, in spite of its higher cost. The 
problem of a wider market is bound up with that of price stability, 
since a high level of retail prices results from the present risks. 
The effect on prices of the inherent irregularities of capture and 
landing are shown statistically. The principal recommendation 
is therefore for the institution of research in the methods of 
preservation; some interesting proposals (e.g. the “* factory ship ”’) 
are considered. In respect of “ pelagic”’ fish, especially the 
herring, the most important research is into methods of curing. 
The arguments of the Committee are effectively illustrated by the 
diagram in the Third Appendix, showing the daily variations in 
the wholesale price of cod landed at Grimsby. 





Home Office. Licensing Statistics, 1926. (Cmd. 2913. 3s. 6d.) 


ComMPaRATIVE tables are given of percentage changes in 
drunkenness (as tested by conv:ctions) and in exports, railway 
traffic, prices, employment, strikes, etc. The assumption, 
however, that convictions correspond to inebriety, “leads to 
wrong and astonishing conclusions.” 





Review of the Trade of India in 1926-7. (Calcutta: Government 
of India, Central Publication Branch. No. 2085. 4s. 3d.) 


THE question of currencies in relation to trade was dealt with 
in the last Report, and there is less that is of general interest this 
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year. There are some important changes in the direction of trade 
in certain articles. The chapter on the balance of trade, and 
movements of treasure, is a convenient summary. 





Reparation Commission. Official Documents, Vol. XIV. The 
Experts’ Plan for Reparation-Paymenis. (London: Stationery 
Office, 1927. Pp. 397. 7s. 6d.) 


THE purpose of this volume is “ to afford readers access to the 
various Reports, Agreements, Laws and other documents which 
form the basis of the Experts’ Plan for reparation payments by 
Germany.” It constitutes a valuable and, to economic students, 
indispensable handbook. It includes in full the Reports of the 
First and Second Committees of Experts, with their Annexes; 
the London Agreements, including the Final Protocol of 1924 
and its Annexes; all the documents relating to the New Bank and 
Currency, the New Railway Company, the Industrial Charge, and 
the External Loan; and the Paris Agreement of 1925. The 
documentation comes down to the middle of 1926, and the 
volume is very fully indexed. 





Reparation Commission. Official Documents, Vol. XVIa. 
Reports of the Commissioners for the German Railways (June 1, 
1927), for the Reichsbank (June 4, 1927), for Controlled 
Revenues (May 7, 1927) ; of the Trustees for German Industrial 
Debentures (May 15, 1927), and for German Railway Bonds 
(May 31, 1927). (London: Stationery Office, 1927. Pp. 
160. 3s.) 





International Yearbook of Agricultural Statistics. (Rome: Inter- 
national Institute of Agriculture. Pp. 580.) 


TuIs edition is prepared on the same general lines as have been 
adopted since 1922. The figures for area and population of 
countries ; for area, production, and yield of crops; for live-stock ; 
for imports and exports; for prices, freights, and exchanges; and 
for fertilisers, admit of pre-war as well as of recent comparison. 





Rapport van de Commissie van advies inzake de toelating van 
buitenlandsche emissies. (Report of the Committee appointed 
by the Government to advise on the admission of foreign 
issues.) (’s-Gravenhage: Landsdrukkerij. 1927.) 
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Vereeniging voor de Staathuishoudkunde en de Statistiek. 
Prae-adviezen omtrent verbindend-verklaring van _ collectieve 
arbeidsovereenkomsten. (Reports to the Dutch Economic and 
Statistic Society on the question whether collective labour- 
contracts should be enforced to outside parties.) (’s-Graven- 
hage: Martinus Nijhoff. 1927.) 





De Javasche Bank, 1926-1927. Verslag van den President 
(Report of the Java Bank April 1, 1926—March 31, 1927). 
Weltevreden: G. Kolff and Co. 1927. 





Verslag van de Staatscommissie inzake de financieele verhouding 
tusschen het Rijk en de gemeenten. (Report of the State 
Commission on the financial relations between the State and 
the communes.) (’s-Gravenhage: Landsdrukkerij. 1927.) 





OBITUARY 
Sir Witu1aAM ASHLEY ! 


WITHIN @ year of his death, or even less, Ashley gave no 
impression of age or of the least failure of powers. For some 
time before his retirement from Birmingham, after twenty-five 
years’ service there, he was evidently wearying of the academic 
cycle; but freed from the wheel he threw himself into the work 
of the Committee on Industry and Trade, which he had joined in 
December 1924, and—among other activities—took up again one 
of the riddles of his youth; what was the staple food of English- 
men down the centuries? The necessarily anonymous volumes 
of the Committee are in our hands, and we can speculate on his 
share in them, which was certainly great. It is good news that 
the results of his historical food inquiry are likely to be published. 
But the loss to the State and to learning of the eight or ten years’ 
activity which it seemed not unreasonable to anticipate when he 
left Birmingham is lamentable. 

The things of the public and learning—it is hard to say 
which attracted him most, at least in his later career. Learning 
was the foundation—and like many good scholars he had to earn 
his bread by it from the start—but, as Toynbee’s disciple, he 
must always have seen it related to life. Born in South London 
in 1860 and educated at St. Olave’s Grammar School, he went up 
to Balliol as a scholar to read history, and got his introduction to 


1 Tam greatly indebted to Sir William Ashley’s family for personal information 
about his early career, but I have made no attempt here to deal with him except 
as economist, historian and public man. 
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Economics through the Political Economy of the Oxford History 
School. For four years from his degree he was a coach, until 
elected a Fellow of Lincoln in 1885. Thence, in*1888, he went to 
Toronto as Professor of Political Economy; from Toronto to 
Harvard in 1892 as the first Professor of Economic History in the 
English-speaking world; from Harvard to Birmingham as the 
first English Professor of Commerce, in 1901. At all three 
Universities, but especially at Harvard and Birmingham, he had 
the heavy work of a pioneer organiser; and his arrival at Birming- 
ham coincided with an outbreak of public discussions on economic 
affairs in which he took a very prominent part. 

During the years of his political activity, those who did not 
know him were tempted to see in him only the economic adviser 
of a great party, and to credit him with party interests and 
convictions which often were not his. A Liberal of the Left, who 
had met him for the first time, once expressed his astonishment 
at finding in the “tariff reformer”’ a concern for social progress and 
a readiness for social experiment and change which he had 
associated with men who wore a different label. In fact these 
things lay behind all Ashley’s thought and work. He was by 
training and disposition a political economist in the proper 
sense of that now undeservedly neglected term. (It is true that 
for certain reasons of association he rarely so described himself.) 

He got his bent in the seven formative years between 
graduation and the professoriate. At first a political historian of 
the school of Stubbs, he came under the double influence of 
German historical economists and of Arnold Toynbee, whose 
lectures on the Industrial Revolution were published from his 
and Bolton King’s notes. Toynbee refused to accept Ashley, 
already a successful coach, as his pupil, but suggested that they 
should ‘“ work together.”’ The result was an historical study of 
the evolution of wage theories which gave to Ashley, or perhaps 
confirmed in him, that conception of economic thought as 
evolutionary and related to changing environments which is 
stated in six theses in the Preface to his first book.1_ During these 
seven years he was several times in Germany, and he acquired a 
mastery of German historical economics then very rare among 
Englishmen, but he did not—as has often been supposed—study 
under any German whatever. Much as he used and admired 
Schmoller’s writings, he never met Schmoller until 1902, after his 
return from America. Once he tried to meet Roscher, but found 
him out; once he went for a walk with Knies and found him very 
obscure. 

1 Omitting his Lothian Prize Essay, James and Philip van Artevelde. 
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The first slender volume, barely two hundred pages, of the 
Introduction to English Economic History and Theory appeared in 
the year of his migration to Canada; its second edition in the year 
of the move south to Harvard; the second and much heavier 
volume, The End of the Middle Ages, in the next year, when he 
was thirty-three. Few men have built so substantial and well- 
balanced a monument so early. Entirely unpretentious, it marks 
together with Cunningham’s weightier but less harmonious 
structure the conquest of a new field of learning—English Economic 
History as now understood. The circumstances of his career, com- 
bined perhaps with deliberate abstention, kept him from “‘restor- 
ing” it as time went on—which was all to the good. It stands 
as designed, and both its general lines and its detail are extra- 
ordinarily little antiquated after a generation. In recent years 
he was able more than once, in some review or short paper, to 
point out how the close documentary research for which he had 
not had opportunity, and perhaps not inclination, had confirmed 
some far-sighted conjecture of his based on the imperfect evidence 
of nearly forty years ago. If the mere learning of the book has 
been surprisingly little outstripped, in spite of the publication of 
libraries of fresh records, its utility for students has hardly begun 
to be impaired. It will not be superseded until a medizvalist 
arises who can write as well as Ashley wrote at thirty and can 
move with something approaching Ashley’s ease in the fields both 
of thought and fact. 

During his remaining years at Harvard he never lost touch 
with the Middle Ages, but the volume of Surveys, Historic and 
Economic, which he published in 1900, just before the call back to 
England, shows the drift of his mind. He reviews the great 
medieval books of the ’nineties—Vinogradoff, Round, Maitland, 
Gross, Inama-Sternegy, Meitzen, Flach, Pirenne. He writes, 
almost one might think In Memoriam of his first master, Stubbs, 
a substantial study on The Beginnings of Town Lifein the Middle 
Ages ; but his thought is moving, after only a light halt in the 
seventeenth century to edit Mun and appreciate Montchrétien, 
into the eighteenth—Tories and Free Trade, England and 
America—and beyond it towards contemporary economic 
questions, trusts, sugar combines, Mr. Smith and the Birmingham 
Bedstead Alliance, Co-operative Production in England and the 
Economic Atmosphere of America. 

Four years as a professed economist at Toronto, with history 
reserved for summer resorts in long vacations, had done their 
work in linking him to the exciting American economic life. 
Though dubbed historian at Harvard, he was very near to Boston 
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with its intricate problems of industry race and social adjustment. 
Movement across the American-Canadian border had provoked 
constant thought on the future of the two countries. When, 
after his return to England at forty-one, he became the leading 
academic defender of Chamberlain’s new model fiscal policy, he 
did so—as he told a young economist who, like himself, was 
more than half a historian—very largely because he feared that, 
were nothing done, the economic and then the political absorption 
of Canada by the United States was highly probable; even more 
than probable he hinted, when pressing that young man on an 
evening walk to enlist under the banner of Birmingham. 

All this may help to explain what was, at least to historians, 
the riddle of his career—why after the quick and deserved success 
of his History, which remains to-day the only English economic 
history available both in French and German (and in Japanese), 
he did not continue it? Thanks to a combination of knowledge, 


insight and power of exposition he stood in the first “rank of 


historians. As a general economist he was remarkably many- 
sided, but somewhat less distinguished. He won for himself a 
fuller and more immediately useful life by the second move into 
pioneer organisation and the increasing preoccupation with public 
affairs from 1901 to 1914. He had wished to return to England. 
He was a married man with a family, and England had no chairs 
for economic historians. It is likely, therefore, that he had no 
regrets. But that is no reason why others should not have them. 
He never announced a continuation of his history; and he once 
said ! that he had found the material for the seventeenth century 
not sufficiently collected or sifted thirty years ago to enable him 
to handle it as he had handled the Middle Ages. Nothing could 
be truer of the material. Yet Cunningham had faced it; and the 
gain to history of even a tentative handling by Ashley it would be 
hard to over-value. His partially documented conjectures might 
have been more accurate and certainly would have been more 
stimulating than the solemn conclusions of sub-historians who 
have read all the MSS. bearing on some little thing, and see little 
else. So far we have few enough even of these. 

The History ran through its editions, but Ashley, absorbed and 
fascinated by the modern world, wrote no more history for 
thirteen years after his return to England. By a curious chance 
he was invited to Hamburg in 1914 itself, and there gave the 
historical lectures which, under the perhaps slightly misleading 
title of The Economic Organisation of England, now form very 
much the best introduction to economic history in the language. 


1 In conversation with the writer. 
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A master is needed above all for the writing of a great “‘ book of 
vulgarisation ”’; and The Economic Organisation might be classed 
with Huxley’s Physiology or Freeman’s General Sketch of Huropean 
History. 

The years between had been full of work for Birmingham, the 
cause, and social betterment. The Adjustment of Wages of 1903, 
“a study in the coal and iron industries of Great Britain and 
America,” though an admirable piece of descriptive and social 
economics, passed almost unnoticed, because economists and 
business men were all disputing over The Tariff Problem of the 
same year. In this the severest free trader recognised a fair 
scholarly and persuasive statement of a case which he might not 
perhaps accept but could not ignore—least of all if he admitted, 
as in perfect honesty he was often bound to admit, that for him 
too the deciding arguments came not from some pure economics 
but from a political economy. Next year The Progress of the 
German Working Classes proved, with a wealth of reference, that - 
social betterment was in no way incompatible with judicious 
protection. Like the skilled advocate that he was, Ashley left 
counsel for the defence the statistically impossible task of showing 
that without protection there would have been appreciably more 
betterment. 

As public interest under a free trade Government with a 
ponderous majority shifted a little from tariffs to prices, at the 
time of that little price rise of the ’10’s which seemed to us so 
huge, he came forward again with his Rise in Prices and Gold and 
Prices of 1912. This was perhaps the class of economic work for 
which—as a non-mathematical economist—he was least well fitted. 
Contrasted with the Economic Organisation of 1914 it appears— 
he would have pardoned the notion—rather like a most versatile 
journeyman’s work placed beside the work of a master. (How 
many masters of monetary theory have been even average 
journeyman-historians?) His account of it would probably have 
been that it was the economist’s business to give what he had 
towards satisfying each emergent public need and guiding an 
ill-informed public opinion. Those were not the days when 
every schoolboy knew what a cost-of-living index is and what is 
the hell of the inflationist. The two little essays were remarkably 
lucid. 

Just before war washed away old intimacies and divided 
friends, Ashley took the chair of the Economic History Section of 
the International Historical Congress of 1913 in London. To his 
great regret Schmoller could not be there; but most nations were 
well represented, and it was not merely because the meeting was 
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in London that Ashley was an obvious chairman; his claim 
had the fullest international recognition. Ten years later, in a 
Congress at Brussels, he and Pirenne were trying to knit up the 
ravelled sleeve of friendship among historical scholars. 

In a way, no doubt, the war brought him satisfaction, as it did 
to many who, after studying affairs, were called to share in them. 
Besides, he was passionately patriotic, an unwarlike imperialist ; 
things which he prized were at stake; and he had something to 
give. When it was over and he was no longer young, he returned 
to the academic mill with some groaning—a common thing among 
dons summoned back from public life in 1919, and since. He 
had served on a long row of increasingly important committees 
and had been knighted for his service in 1917. He liked the work. 
Fortunately for him, Birmingham, of which he was now Vice- 
Principal, was not too exacting, and he was able to add to his 
record of service, among others, the Royal Commission on 
Agriculture of 1919 and the Agricultural Tribunal of 1923> Last 
came the Committee on Industry and Trade, for which his whole 
life’s work had made him the ideal scholar member. On that he 
was working almost until his life’s end. J. H. CLAPHAM 


An old pupil writes :— 

Those of us who started our university teaching career under 
Sir William Ashley will always think of him as a kindly, helpful, 
yet gently firm academic foster-father. His plan for juniors was 
as follows: A little, definitely limited, amount of teaching, plenty 
of time for research, meetings with all the interesting and 
important folk who came to Birmingham, a summer vacation 
among the industries of western Germany, take an overseas 
appointment for a few years if one offers, and do not be in a 
hurry to get married. At times he fell into moody silences, and 
would pass us by without a word if we met in the corridors; 
the mood might last for a fortnight, and then on the next meeting 
he would take you by the arm, steer you into an arm-chair in 
his office, balance himself on the fender with his back to the fire, 
produce cigarettes, and become the inquiring father eager to know 
how “ the book ”’ was progressing. 

As a teacher he could apply the Socratic method with great 
skill, and managed to disentangle with infinite tact the confused 
language and more confused thinking of foreign students especi- 
ally. In the weekly seminars or conferences he would fall heavily 
on any vague sentimentalities of students who in their papers 
had been soaring off in a leftward direction, but just as the 
unfortunate victim was beginning to feel he and his ideas were 

ZZ2 








684 THE ECONOMIC JOURNAL [DEC. 


apparently thoroughly worthless, W. J. would wind up the dis- 
cussion with half a dozen sentences in which he admitted his 
cordial agreement with at least some of the reforms advocated 
by the student. As a lecturer his slow speech and long pauses 
made it easy for students “ to get him all down,” and many 
notebooks must have been verbatim reports. One was never 
quite sure how much he enjoyed teaching commerce courses ; 
he was proud of being a pioneer in that field, and his handling 
of such technicalities as goodwill, reserves, premium bonuses, etc. 
was masterly. But even in a course that dealt with such topics 
he always seemed to linger most fondly on those sections which 
dealt with the rise of markets, the theory of price, the history of 
fluctuations, and other theoretical or historical themes. 

To colleagues and students his house was always open. 
Almost every Sunday afternoon at Edgbaston he gathered in at 
least a dozen guests for afternoon tea; he was usually in high 
spirits on those occasions, teased one and all, sang an occasional 
folk-song, or treadled vigorously on one of those early piano- 
players which looked like a small harmonium fitted on to the front 
of a piano. Then three or four of us would stay on for high tea 
with the family, and for an hour’s browsing among the newest 
works on economic history which had been sent by their authors 
to the pioneer in the field. If the new works criticised his 
Economic History and Theory—‘ Don’t these clever young men 
realise,’ he would remark, “ that I wrote that book in the 
eighties? Of course I was often wrong, for we were only just 
beginning to explore the subject then. The wonder is not that 
I was sometimes wrong, but that I was ever right.” 

Like most human beings he was openly delighted at the 
recognition accorded his work and worth. He enjoyed his work 
on Government inquiries, and his decision to live in Canterbury 
was largely determined by his desire to find a spot where he could 
hear good Church music and yet be within a two-hour train 
journey of Whitehall. He appreciated the conferment of knight- 
hood, he liked to think he was in charge of the first university 
work in commerce in the British Empire, and was a little taken 
aback when I informed him that the University of Adelaide began 
its commerce courses in March 1902, while Birmingham did not 
start till the October of the same year. 


H. H. 
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CuRRENT Topics 


WE regret to announce the death of Professor R. A. Lehfeldt, 
che Society’s Correspondent for South Africa. Two recent books 
by Professor Lehfeldt are reviewed in this issue of the JouRNAL. 
A notice of Professor Lehfeldt’s life and work will be published in 
the JourNaL for March 1928. 





TuE following have been elected to membership of the Royal 
Economic Society :— 


Abrams, M. A. Dixon, S. E. Hemingway, J. 
Allison, J. E. Doyle, N. Henderson, T. 
Amos, E. P. Edwards, W. H. Hill, Dr. T. R. 
Anderson, G. Eldridge, Prof. J. G. Hinton, Miss M. B. 
Archer, B. Eley, G. C. R. Hobson, A. 
Arthur, G. Elliott, Prof. E. A. | Hodgkinson, T. W. 
Ashworth, R. Elliott, Rev. W. Hood, J. W. — 
Bacon, R. K. Emery, E. A. Hutt, W. H. 
Banerji, 8. Erickson, A. E. Hynd, A. 
Bateman, J. V. Erulkar, D. S. Innes, R. K. 
Beaumont, B. F. Estrada, V. E. Johnson, D. D. 
Beldham, H. B. B. Ethell, J.C. Johri, Prof. C. B. 


Bharatiya, S. R. Ferguson, R. W. Jones, J. D. R. 
Bober, Prof. M.M. Fitzgerald, A. A. Judges, A. V. 
Brinkmann, Prof. Fitzgerald, G. E. Kellie, A. E. 


Carl. Fleming, P. King, W. F. W. 
Bromwich, P. A. H. Flugel, Prof. F. Kitchin, J. 
Brown, N. C. Fraser, Prof. H. F. Lal, N. 
Burnett, E. Fuller, W. G. Lambert, Rt. Hon. 
Cairns, A. Gale, C. H. G. 
Cairns, W. J. Gangulee, Prof. N. Landau, Prof. 8. 
Carmichael, D. Gawthorp, W. R. Lankford, J. R. 
Carslake, A. E. Gerred, C. H. Launder, W. G. 
Clack, H. J. Gregson, R. Lee, S. 
Clemo, J. Griffith, G. T. Lloyd, B.S. 
Cohen, V. Griffiths, H. N. Louis, R. 
Cole, G. D. H. Guest, E. G. MacKinnon, K. W. 
Cooke, H. A. Hampton, F.W.P. McNair, W. A. 
Crews, R. J. Hann, Dr. O. MeWillie, G. - 
Dane, A. Hargreaves, F. B. Madden, J. 
Darwish, M. M.el-. Harmer, F. E. Maher, Miss Amy G. 
Dastur, M. H. Helby, Capt. H. W. Margetts, C. J. 


Dickinson, C. R. H., R.N. Mason, C. S. 
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Mayman, G. L. Reynolds, W. G. Taylor, Miss F. K. 
Milman, Brig.-Gen. Reuchlin, H. Thomas, D. O. 

L. C., C.M.G. Roberts, E. Thompson, G. F. 
Meeker, J. E. Round, V. B. Thompson, J. 
Mitchell, G.S., Ph.D. Saunders, G. R. Thompson, L. P. 
Naess, E. D. Scott, J. A. Thomson, G. W. 
Naismith, H. J. Scott, R. H. Travis, C. H. 
Noah, H. 8. Sheen, R. C. Trevaskis, H. K. 
Notley, F. J. Singhal, J. P. Trodden, L. E. 
Parlby, J. Spitzer, H. Maria. Tyler, J E. 
Partington, E. Stains, W. B. Warry, G. M. 
Polyzoides, A. T. Steel, J. Weiss, Prof. F. X. 
Pommery, Prof. Stone, DeLano. Weller, G. A. 

| rae: Subramainan, Wilkinson, M. 
Poulton, C. R. T. K.R. Wood, L. R. 
Prasad, J. Sweet, S. F. Woodrow, G. 
Pugsley, R. W. Tattersall, Florence Wright, G. R. 
Rawnsley, R. G. M. Wright, W. 


The following have compounded for life fellowship :— 
Ashworth, Robert. |Gawthrop, W. R. Stanners, H. 


Beaumont, Bertrand Kitchin, Joseph. Trevaskis, Hugh K. 
F. Opie, Redvers. Weiss, Prof. Franz 
Cole, G. D. H. Richardson, J. H. Xx. 


Eliott, Sir Gilbert. Scott, R. H. 


The following have been admitted to Library membership :— 
Banco Central de Chile, Santiago. 

Labour Party and T.U.C. Joint Library, London. 

Servants’ of India Society, Poona. 

Borough of Fulham Central Library. 


We record with regret the deaths of the following Fellows of 
the Society. 


Darling, B. (elected 1925) 
Garvan, Sir John ( ,, 1922) 
Lehfeldt, Prof.R. A. ( ,, 1908) 
Pritchard, E. ( ,, 1925) 





Some additional copies of Nos. 1, 9, 37, 39, 41-43, 47, 50 of 
the Economic JOURNAL are required for the purpose of completing 
sets. The Secretary of the Royal Economic Society would be 
much obliged if any Fellows who can spare their copies of these 
issues would return them to the Assistant-Secretary, Mr. 8S. J. 
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Buttress, 6 Humberstone Road, Cambridge. A payment of 10s. a 
copy will be made for each copy so returned. 





TuE following papers were read at the meeting of the Economic 
Section of the British Association, held at Leeds on September 1-7 
this year :— 

Rationalisation of Indusiry (Presidential Address), by Professor 
D. H. Macgregor. 

The Instability of our Economic System, by Professor J. 
Schumpeter. 

Fallacies and Pitfalls of the Non-statistical Economist, by Dr. P. 
Sargant Florence. 

Some Evidence concerning the Influence of Inheritance on 
Distribution, by Mr. J. Wedgwood. 

The Recent Course of Prices, by Sir A. Yarrow and Miss M. 
Tappan. 

Innate Differences and Social Status, by Dr. M. Ginsberg. 

The Coal Miners of the Eighteenth Century, by Mr. T. S. Ashton. 

The Economic Situation of Agriculture, by Mr. A. W. Ashby. 

The Theory of Copartnership, by Mr. C. J. Hamilton. 

Prof. Hallsworth was nominated as President of the Section 
for the meeting at Glasgow next year. 





Tue Research Committee on Inheritance revised and printed 
the Questionnaire of which a first draft appeared in the Economic 
JournaL for March 1927 (pp. 153-4). Copies will be issued to 
Departments of Economics, and in other ways it will be sought to 
circulate it among persons who are willing and able to give direct 
help to this inquiry. It is hoped to obtain sufficient replies to be 
indicative of some broad facts regarding Inheritance, on which 
opinion is still vague. Copies of the Questionnaire can be 
obtained from the Recorder, Mr. R. B. Forrester, at the London 
School of Economics. 





The University of Cambridge will shortly proceed to appoint 
a Lecturer in the Faculty of Economics, in the room of the 
late Mr. Lavington. The initial pensionable stipend will be £200, 
rising by increments to £300, with an allowance of £150 if the 
Lecturer is not a Fellow of a College. This is exclusive of any 
income earned as an examiner or as a College Supervisor. 
Candidates are requested to send their applications, with such 
evidence of their qualifications as they think fit, to the Vice- 
Chancellor before February 1, 1928. 
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PROFESSOR HERBERT HEATON has resigned the Sir John A. 
Macdonald Chair of Economics and Political Science at Queen’s 
University, Kingston, Canada, in order to succeed Professor 
N.S. B. Gras in the Chair of Economic History in the University 
of Minnesota, Minneapolis. 





THE first four Special Memoranda, published in collaboration 
with the London and Cambridge Economic Service, have now 
been ‘ssued to Fellows, namely :— 


1. A. C. Pigou: The Economic Position of Great Britain. 

2. Quarterly Bulletin of Statistics, July 1927. 

3. J. M. Keynes and J. W. F. Rowe: Stocks of Staple Com- 
modities. 

4, Quarterly Bulletin of Statistics, October 1927. 

No. 5 of the Series, to be issued in February 1928, will consist 
of the Quarterly Bulletin of Statistics for January 1928, and No. 6 
of a Bulletin of Statistics relating to France, Germany, Italy and 
Russia. 





THE third Economic History Supplement of the Economic 
JOURNAL will be published on January 1, 1928. 





ERRATUM 


By an oversight of the author the wrong figures were printed 
in Column IV of the Appendix Table to Professor Pigou’s article 
on Wage Policy and Unemployment in the September issue of the 
Economic JouRNAL, p. 367. The column is headed: ‘‘ Rates of 
money wages divided by Board of Trade index-number of whole- 
sale prices. 1913 = 100.’ The figures should have been : 


1919 1 83 1922 1 132 1925 1 107 
2 86 2 126 2 113 
3 84 3 120 3 115 
4 77 4 114 a 117 
1920 1 75 1923 1 112 1926 1 122 
2 77 2 110 2 124 
3 85 3 111 3 120 
4 96 4 106 4 120 
1921 1 121 1924 1 105 1927 1 127 
2 133 2 108 
3 128 3 108 
4 131 4 105 











The figures in Column V should have been printed as integers 
without decimal points. The diagram on p. 358 is based on the 
correct figures. 














RECENT PERIODICALS AND NEW BOOKS 


Statistical Journal. 


Vol. XC. Part IV. Trade Association Statistics. E. T. ELBOURNE. 
A discussion of methods by which Trade Associations have 
assisted, and may further assist, in creating between competitors 
relations of a co-operative kind. A main question is the reduction 
of the secrecy complex, and in this connection a scheme of coding 
is suggested in detail; others are the mutual organisation of 
forecasting, of indices of production and demand, of “‘ manage- 
ment ratios,”’ and of “‘ budgetary control.” The American Trade 
Association movement is explained as a typical form of advance 
in many of these respects. Pre-war and Post-war Taxation. D. 
CaRADOoG JONES. The inquiry of Sir H. Samuel is brought up to 
date, with reference also to the Report of the Colwyn Committee. 
Comparison is sought between the amount and proportion of 
income paid in taxation before the war and in 1925-6 in the case 
of (1) an urban workman with family responsibilities, (2) a 
typical middle-class family, (3) families enjoying higher incomes 
of prescribed amounts nominally unchanged. Further, it is 
attempted to find what contribution is made through indirect 
taxation towards the case of social services by those who directly 
benefit, especially those at the poverty line. The inquiry is 
exhaustive, and an important social document. The World’s 
Stock of Money. KR. A. LEHFELDT. 





The Sociological Review. 


Juty, 1927. Sociology and Economics. P. J. Huaurspon. Pro- 
fessional Workers and Organisation. G.W.THompson. The Rise 
of the Danish Peasantry. P. MANNICHE. Deals with the co- 
operative movement. 


Quarterly Journal of Economics (Harvard). 


Avevust, 1927. Is there a Biological Law of Human Population Growth ? 
A. B. Wotre. A critical study of Pearl’s logistic formula. The 
author is sceptical of the application of rational, as distinct from 
empirical, formule to the growth of human population, in view of 
many significant factors of human culture. The Gold-Exchange 
Standard. J.L. Lavesu. A historical examination, leading to 
the conclusion that the error of the gold-exchange reasoning 
consisted in assuming the quantity theory, instead of the efficiency 
of redemption, as explanatory of the value of token money. In 
time, also, redemption for foreign trade purposes only becomes 
insufficient, and a money suited for large transactions is needed at 
home. Hence gold-exchange becomes a transitional rather than a 
special kind of standard. The Copper Mining Industry in the 
United States. F.E.Ricutser. The lateral and vertical organisa- 
tion of copper shows a great variety of types, and contrasts in 
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important respects with that of iron and steel. Germany’s Foreign 
Trade Terms in 1899-1913. N. Motopowsky. The American 
Rice-growing Industry. A. H. Cote. Tawney’s Religion and 
Capitalism, and EHighteenth-century Liberalism. O.H.Taytor. A 
vigorous criticism leads to the conclusion that the leaders of 
Liberalism, from Grotius to Mill, were not simply the prophets of 
self-interest. 


Review of Economic Statistics (Harvard). 


JuLy, 1927. Revision of Curve A, Speculation, of the Index of General 


Business Conditions. It is found desirable to modify the present 
Curve A, so as to make a correction for secular trend; and also so 
as to exclude from it the series for bank debits. Several reasons 
are given for the latter change. In addition, the Dow-Jones 
average of industrial stock prices is replaced by the new Barron’s 
averages for railroads and industrials. The new curve is obtained 
by taking simple averages of the two Barron’s series, the railroad 
average being measured from a fitted straight line, and the 
industrial average from a compound interest curve. Little change 
is required in the series up to 1922; but since then the new curve 
shows a less marked upward trend, though the record of shorter 
fluctuations is similar. The new series is therefore joined since 
1922 to the old. The elimination of bank debits results in a more 
regular index of variation. An Analysis of Bank Statistics for the 
U.S.(IV). The National Banks, 1915-26. The Physical Volume of 
Production in the U.S. for 1926. The year was one of extraordinary 
growth. Mineral and industrial production have established 
new records, and have been maintained continuously in more than 
normal volume for the past four years, a record not equalled at any 
time for which data are available. Review of the Second Quarter 
of the Year. 


American Economic Review. 


SEPTEMBER, 1927. Orientation of Economics on Enterprise. F.B. Haw- 


LEY. Arestatement of the ideas first put forward in the author’s 
Enterprise and the Productive Process in 1907, and a claim for 
reconsideration of his scheme as a whole, on the ground that there 
has been a recent approach to many of its principles. Does Trade 
follow the Dollar? A P. Winston. A study of the trade in 
railway materials to certain markets gives a negative answer. 
Factors affecting the Bargaining Power of Workers in the Glass Bottle 
Industry. H. La Rue Fraty. An important study of the 
influence of mechanical devices, which are said to have reduced 
earnings to the level of semi-skilled workers. Operating Combina- 
tions in Canadian Industry. V. W. BuapEN. This short note 
supplies for Canada figures from the Census comparable to those 
obtained for the U.S. by Dr. Thorp in his well-known monograph 
on the Integration of Industrial Operation. Mathematics in 
Economics and Business Statistics. W.L. Crum. A Salt-Famine 
in Ecuador. F. W. FEtter. 


Journal of Political Economy (Chicago). 


Aveust, 1927. Theoretical Considerations relating to Supply. H. 
Scuvuttz. Continuing the author’s examination of conditions of 
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demand (October-December, 1925), the relations are discussed 
between the theoretical cost curve, the accounting cost curve (or 
particular expenses curve), and the supply curve. The derivation 
of the statistical supply curve remains to be considered. A Re- 
examination of the Doctrine of Comparative Costs. K.Smmpson. A 
critique of classical theory based on the question of money as distinct 
from sacrifice costs, and on the attitude of entrepreneurs to the 
“total advantage” of trade. The Entrepreneur in Economic 
Interature. C.A.Tuttte. “ The emergence and final differentia- 
tion in economic literature of the function of ownership of the 
business, viewed as an organised unit, as the distinctive function of 
the entrepreneur.” Investment Activity in the Period 1910-25. 
A. G. Coons. Industrial Relations in the Pottery Industry. D. 
Kennepy. Effective Regulation of Public Utilities. C. E. CLarK. 


Political Science Quarterly (Columbia University). 


SEPTEMBER, 1927. Political and Social Philosophy of the Carpenters’ 
Union. EK. E. Cummins. A study of the attitude of the largest 
and strongest of the craft unions affiliated with the American 
Federation of Labour, in view of its influence on other craft 
unions. . . 


Annals of the American Academy of Political and Social Science 
(Philadelphia). 
SEPTEMBER, 1927. This number deals with various aspects of the 
question of Planning for City Traffic. The general headings are— 
(1) planning for increased traffic facilitics, (2) traffic control, (3) 
planning to prevent accidents, (4) traffic problems and the modern 
city plan, (5) city planning and traffic congestion. 


Wheat Studies (Food Research Institute, Stanford, California). 


Aveaust, 1927. Reactions in Exporting and Importing Countries to 
Changes in Wheat Prices. A study of the general attitude towards 
high and low prices respectively in Europe and the United States. 

SEPTEMBER, 1927. Survey of the Wheat Situation, April to July, 1927. 
The outlook for trade and prices in 1927-28, though obscured by 
the lateness of Canadian and European crops and uncertain 
prospects in the Southern Hemisphere, is for a normal wheat year. 
Carry-overs, especially in Canada, Argentina and Australia, were 
larger this year than last. 


Revue d’Economie Politique. 


May-June, 1927. Le probleme des prévisions économiques aux Etats- 
Unis. A. ArTation. A critical review of the systems of Moore, 
Fisher, Karsten, Holbrook Working, and Harvard. The develop- 
ment of quantitative economics must not, however, be separated 
from theoretical analysis, and it is necessary to keep in view “ non 
pas deux domaines séparés, mais deux Cisciplines qui se pénétreront 
intimement pour leur plus grand progrés 4 l’une et a l’autre.” La 
taxation de l’épargne. UmBrrto Riccr. An analysis of the 
problem of the ‘“ double taxation’ of savings, and especially of 
the argument of Einaudi. The conclusion is that the theory of 
double taxation is a fallacy. La Conférence économique inter- 
nationale de Genéve. R. HOFFHERR. 
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JuLty—Aveust, 1927. Observations sur Vintérét du capital. G.-H. 
Bousquet. A discussion based largely on the arguments of Marx 
and Schumpeter. 


Revue de l'Institut de Sociologie (Brussels). 


JULY-SEPTEMBER, 1927. L’ influence des difficultés économiques d’aprés- 
guerre sur la population Allemande. G. Icnox. An interesting 
study of vital statistics in Germany. L’acquisition du “ sens ' 
social.” L.-A. FouRet. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Juty, 1927. Der Ausgangspunkt der theoretischen Nationalékonomie, 
eine Auseinandersetzung mit Gustav Cassel. O. Conrad. A 
discussion for the purpose of clarifying Cassel’s treatment of Land 
and Capital, Interest and Rent; Cassel’s work as a whole being a 
new departure in economic analysis. Zur Kritik der Preistheorie. 
H. Scuacx. The theory of absolute prices; the psychological 
theory; the theory of relative prices. 

Aveust, 1927. Die Ergebnisse der Weltwirtschaftskonferenz. E. 
HANTOs. 

SrprEMBER, 1927. Die Casselschen Gleichungen und die mathematische 
Wirtschaftstheorie. Ei. Scuams. A critical examination of the 
content, and consistency with other assumptions, of Cassel’s 
equations of price. Diskontopolitik und Preise. I. KORNFELD. 


Weltwirtschaftliches Archiv (Jena). 


OctosBER, 1927. Zur Theorie der Wechselkurse. A.Maur. Zahlungs- 
bilanz, Kauflraft, und Wechselkurs. K.Koranyt. These papers 
contribute complementary and exhaustive discussions of the theory 
of exchange as presented by modern authors. Zum Problem der 
nordischen Miinzunion. A. Nietsen. Die Weltwirtschaftliche 
Lage im Spiegel des Schrifttums der Weltwirtschaftskonferenz. K. 
PRIBRAM. A complete review of the evidence from particular 
industries, and of the discursive memoranda. 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 


2 Jahrgang, Heft I. Detailed reference is made to a general upward , 
price trend which, first noticeable in February, had by May 
provoked money market stringency and a Stock Exchange crisis, 
although general prices were below those of 1925. Productivity 
had increased notably and unemployment had declined from 
24 m. to 14 m.; both had been influenced considerably by the 
new Rationalisation policy. But satiation of home markets was 
leading to greater activity in export trades, and still more was 
expected as a result of the cumulative effects of stabilisation and 
the economic recovery of European customers. 

Sonderheft 3. Die Agrarkredite. A study occasioned by the difficulties 
of German agriculture in 1925-6, and continuing some results 
already given in issues of last year. This number deals chiefly 
with real and personal agricultural credit since the currency 
stabilisation. 

2 Jahrgang, Heft 2. At the end of August 1927 the Conjuncture 
had entered the phase of high activity, and was, in general, 
approaching a maximum, 
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Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 


JuLY, 1927. Die Ausgesialtung des Listschen Nationalitdétsprinzips 


durch Eugen Diihring. Prof. ALBRECHT strongly supports 
Dihring’s emphatic assertion of the truth of List’s principle of 
nationality. Dihring, who was an ardent disciple of List, lays 
insistence on the fact that he did not overlook the “‘ cosmopolitan ” 
ideas of the classical school, but regarded them as fundamentally 
abstract as compared with his practical conceptions. Moreover, 
List only applied his principle to protective tariffs, and thus in 
effect acted on Adam Smith’s axiom that defence is of more value 
than opulence. Wirtschafiswissenschaft und Handwerkerpolitik. 
G. Haum. Die Neuordnung der deutschen Arbeitsgerichte. P. 
Wo.siina. Werner Sombarts “ Proletarischer Sozialismus.” B. 
Frister. Edgeworth’s Papers. Prof. AmMonn, of Tokio, holds 
that Prof. Edgeworth was greatly under-estimated, chiefly because 
of his complicated mathematical methods, but also because he 
left his conclusions to be drawn by readers. Yet he demonstrated 
that mathematics have a great value for the highest generalisa- 
tions, and even for most important concrete problems. He might 
perhaps be criticised for employing the Differential Calculus in place 
of the Method of Determinants. The lecture on-the “‘ Aims and 
Methods ” of Political Economy is his best piece of work; yet all 
he wrote had real scientific worth. 


Schmollers Jahrbuch (Munich and Leipzig). 


JUNE, 1927. Sombarts Dritter Band. Prof. ScHUMPETER writes an 


appreciative review, and declares that Sombart accepts the now 
generally recognised axiom that the theoretical must be inter- 
woven with the historical method. Although Sombart disclaims 
Marx, there are many parallels in their work, and Sombart owes 
much to him. The chapter on types of business organisation is 
a very enlightening analysis. No less instructive is the section 
devoted to industrial technique, where Sombart is very optimistic 
as to probable future reactions on productivity. He also stresses 
the significance and effectiveness of systems of scientific manage- 
ment. Karl Mengers Grundsdtze der Weltswirtschaftslehre. O. 
ENGLANDER. Prinzipien der Wirtschaft. Dr. STRELLER writes 
very critically of Berthold Josephy’s recent book on Principles, 
arguing that it is impossible to erect a metaphysical structure 
equipped only with the tools of logic. Thus, in explaining Interest, 
it is not enough to say it is the outcome of “‘ economic purposeful- 
ness,” for this neglects the problem of how Interest is paid. 
Friedrich List und die Lehre von den Zollwirkungen. Dr. ScHOEN- 
BECK writes to demonstrate how List’s doctrine of Customs 
Working is confirmed by recent research in the woollen and cotton 
industries as to the effect on internal prices. Certain points of 
divergence are indicated and examined. Die Entstehung der 
Kapitulationen in den islamischen Staaten. W. HEFFENING. 
Friedrich Nicolais Einflusz auf das deutsche Verlagsrecht. R. 
Passow. 


Aveust, 1927. Uber die Kriterion und Entwicklung politischer 


Parteien. BR. Micuets. Zur Lehre von der Produktivitat. K. 
Drenu. Zur Kritik des Bohm-Bawerkschen Wertbegriffs und seiner 
Lehre von der Meszbarkeit des Wertes. E. Ciutsxy. Die Siel- 
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lungnahme der Arbeiter gegeniiber der Gewinnbeteiligung und dem 
Copartnership-System. Prof. ToToMIANz writes an interesting 
article analysing profit-sharing and copartnership on the basis of 
the history of individual schemes tried in various countries. He 
also examines the current attitudes of trade unions and political 
parties, which are wholly unsympathetic. He concludes that 
since unions exist to improve the workers’ position in the 
capitalist framework, the balance of wisdom is against their 
present short-sighted policy. “Labor Banks” in Amerika. P. 
Dry. An exhaustive account of their evolution, with a sys- 
tematic survey of their present scope, and with special attention to 
the worker as a shareholder. Die volks- und betriebswirtschaft- 
liche Bedeutung der Hauptzweige der deutschen Landwirischaft, und 
thre Entwicklung seit der Vorkriegszeit nach der Statistik der 
Produktionswerte. W. OxaassEN. A survey of the various 
branches of German agriculture constituted mainly of statistical 
tables illustrating changes observed in 1911-13, 1924 and 1925. 


Giornale degli Economisti (Milan). 


JUNE, 1927. Gli investimenti industriali in regime di svalutazione. 


Luiet Freperici. An analysis of some of the factors influencing 
the direction of investment during a period of currency deprecia- 
tion. La teoria dell’ amortamento dell’ imposta, e Vimposta 
» personale sul reddito. Renzo Fusint. The first of two articles on 
the capitalisation of taxation. It is contended that this phe- 
nomenon has a much wider application in the field of taxation 
than has often been supposed. Not only does it appear in the case 
of differential taxation, but “the imposition of a general uniform 
tax upon incomes depreciates capital values uniformly, in the first 
instance—assuming no change in the general rate of interest.” 1 
Porto di Napoli. F.Mimone. The conclusion of a long series of 
articles on the port of Naples. Naples, having lost most of its pre- 
war importance as an embarkation port for emigrants, is now 
dependent on the movement of goods. This must ultimately 
depend on the industrial development of the hinterland, though 
the lack of raw materials, coupled with other disadvantages, does 
not afford ground for much optimism in this direction in the near 
future. 


JuLy, 1927. Note sopra un recente esperimento monetario. ANTONIO 


VuaMm. A brief account of the stabilisation of the Belgian franc. 
The general results are held to be favourable, but criticism is 
directed against the unduly high rate at which the franc was 
stabilised ‘‘ in a moment of panic, under the pressure of foreign 
banks and domestic industrialists.” Jl Porto di Genova nel 1925. 


Avaust, 1927. Gli investimenti industriali in regime di svalutazione. 


Giacinto Morra. Acriticism, by one of the leaders of the Italian 
electrical industry, of the article under the same title by L. 
Frederici in the June number of the Giornale. La teoria dell’ 
amortamento dell’ imposta e Vimposta personale sul reddito. RENzO 
Fusrnt. The probable effects of a change in the tax system of a 
country on the capital values of real estate, plant, securities, etc., 
are analysed in detail, on the assumption that the basis of the 
system is shifted from the “ real” taxation of the net product of 
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land, industry, commerce, etc. to the personal taxation of all 
incomes. 


La Riforma Sociale (Turin). 


JuLty—Aveust, 1927. Francesco Isidoro Edgeworth. AcHILLE LORIA. 
A very appreciative memoir of the late Professor Edgeworth, who 
** of all the English economists of the last generation was the one 
to whom I was linked by the most affectionate memories of 
devotion and intellectual comradeship.” Le ricerche scientifico- 
industriali in Inghilterra. Bruno Fod. A survey of the work 
of the Department of Scientific and Industrial Research and of the 
Associations for Industrial Research subsidised out of public funds. 


Scientia (Bologna). 
OcToBER, 1927. La dispersion de Vhomme sur la surface terrestre. 
A. A. MEnpEs-Corrfa. While mainly anthropological, is of 
considerable interest to economists. 


De Economist (Rotterdam). 


JuLty—Avaust, 1927. Termijnhandel te Amsterdam in de 16de en 17de 
eeuw. J.G. VAN DILLEN. Over Accijnzen, J. J. VAN DER POEL. 
Uit de schriftelijke nalatenschap van Mr. N. G. Pierson. C.W.DE 
VRIES. 


SEPTEMBER, 1927. “‘ Koopkracht”’ en “ Credietinflatie.’ T. GrReEIb- 
ANUS. Over Accijnzen, IJ. J. VAN DER POEL. 


OctoBerR, 1927. Hen en ander over Balanswaardeleer. A. J. SAUER. 
De bevolkingsmeerdering in Nederland. F. W. ’t Hoort. Len 
Geldprobleem. De vaste Markenkoers van 4.20 per dollar. A.J.W. 
RENAUD. 


Indian Journal of Economics (Allahabad). 


JANUARY, 1927. Includes the papers read and discussed at the tenth 
Economic Conference of the Indian Economic Association, in 
January 1927. The subjects chiefly dealt with are currency and 
taxation, by representative Indian economists. 


Aprit, 1927. An agricultural number. The Problem of Fractionalisa- 
tion of Holdings in India. R. Mukers1. Peasant Proprietorship. 
P. J. THomas. Some Village Studies. S. R. DESHPANDE and 
G.S.GHurRYE. Agricultural Industries. N.G. Ranca. Marketing 
of Agricultural Products. J. GULERI. 


Revista Nacional de Economia (Madrid). 


Juty—-Avuaust, 1927. Tres anos del Nuevo Régimen Ferroviario. 
F. J. Ontiveros. Las Haciendas locales. A. H. OrntuNo. El 
monopolio del Petroleo. F. ViLuANuEVA. El problema de la 
tierra y la doctrina georgista. F. G. Mariscau. Dinamica del 
cambio de la peseta. O. F. BaNos. This article concludes an 
important statistical and theoretical investigation on the Spanish 
exchange. El Seguroen Espana. M.EspaNa. Aspecto comercial 
del problema de electricidad en Espana. F.8. Oxivés. 


Economic Review (Kyoto). 


JuLy, 1927. Economics and Morality. K.Tasma. The application 
of Confucian ethics to economics. The Purposes and Substance of 
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Taxation. M. Kampe. Undue importance has been given to 
revenue as the purpose, and therefore also to money as the 
substance of taxation. The Decay of the Samurai Class. E. 
Hono. The Question of Population in Japan. N. YAMAMOTO. 
The positive policies of increasing food supply and employment 
are to be preferred to negative policies of limitation of growth of 
population. The Effects of Shipping Competition on Freight Rates. 
S. Kosmma. In this continuation of his previous article, the 
author finds an arithmetical determination of the “ laying-up 
point’ of tonnage, in terms of the rates of freight. He also 
considers again some special results of the problem of line as 
against tramp conditions. Agricultural Credit in Korea. S. 
KawaDa. 


International Labour Review (Geneva). 


JULY-SEPTEMBER, 1927. The Hvolution of a Wage-Adjustment System. 


J. R. Bettersy. A discussion of the problem of the just wage, 
and of the machinery required to work it out. An initial distinc- 
tion is made between the “ just ” wage as the “‘ point to march on ” 
and the “ most beneficial” wage, since at any tii 2 it may not be 
expedient to attempt to reach justice in one strice. The author 
considers that economic justice is to be worked out, like other 
forms of justice, according to the development of a community 
sense by continuous administration under competent authority for 
the purpose. A fundamental distribution is made between those 
wage disputes which are of the type ‘‘ wage-earners versus non- 
wage-earners,”’ since an advance in wages could in such cases be 
substantially paid out of profits, and those of the type “ wage- 
earners versus other wage-earners,” where an advance must come 
out of prices, or employment elsewhere. In the former case, there 
should be consistent application of the principle of paying “ what 
the industry will bear;’’ an increase in efficiency should be 
accompanied by a rise in wages, since otherwise there will be an 
excess of output over consuming power, and a depression. (Is 
there not some confusion here between real and monetary dis- 
tribution?) In the latter case, the adjustment is more difficult, 
and requires the preparation of a ‘‘ Schedule of Skill” for wage 
differences. This in turn will require some central authority to 
supervise adjustment for industry as a whole. Particular wages 
should be moved so as not to conflict with, but where necessary to 
conform better to, this Schedule. The author’s general assump- 
tion is that market equilibrium can conform to an equilibrium 
determined in this way, though he repeats the qualification that 
“‘ these criteria of justice can do no more than point the direction of 
the desired solution.” He concludes with a critical study of 
existing machinery in various countries. 


JuLY, 1927. State Enterprises in Australia. J. B. BRIGDEN. 


Avucust, 1927. The Correlation between Seasonal Unemployment and 


Certain Social and Economic Phenomena. J.JANko. The varying 
effects of seasonal fluctuation in Czechoslovakia; the correlation 
is worked out in relation to vital statistics and trade disputes. 


SEPTEMBER, 1927. The Christian Trade Union Movement in France. 


M. TuRMANN. 
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NEW BOOKS 


British. 


BEnN (E. J. P.). Trade. Benn: 63”. Pp. 80. 6d. 

BuatnacaR (B. G.). The Co-operative Organisation in British 
India. Allahabad: Ram Narain Lal. 7’, pp. 321. 

BuxnaRINn (N.). The Economic Theory of the Leisure Class. 
Martin Lawrence. 84”, pp. 220. 

Burns (A. R.). Money and Monetary Policy in Early Times. 
Kegan Paul. 93”, pp. 517. 25s. 

CoyaJEE (J. C.). The Reserve Bank of India. Calcutta: The 
Book Co. 73”, pp. 37. 

CoE (G. D. H.). The Economic System ; an elementary outline. 
Longmans. 63”, pp. 90. Is. 

Cotman (G. M.). Capitalist Combines. Longmans. 6}’’, pp. 90. 
1s. 

CrEEDyY (F.). Human Nature in Business. Benn. 83”, pp. 345. 
12s. 6d. 

Dane (E.). Wages and Labour Costs: a statement of the economic 
laws and theory of wages. Macmillan. 7}", pp. 194. 4s. 6d. 

Davenport (E. H.). Railways versus Roads. General Press. 
84”, pp. 24. Is. 

FisHer (H. A. L.). Paul Vinogradoff: a memoir. Clarendon 
Press. 83", pp. 74. 5s. 

Gupta (J. N.). The Foundations of National Progress: a scheme 
of constructive work for an Indian Province. Calcutta. 94”, pp. 282. 

Hatfivy (E.). A History of the English People, 1830-1841. 
Translated from the French by E. I. Watkin. Fisher Unwin. 84’, 
pp. 372. 21s. . 

Innis (H. A.). The Fur Trade of Canada. University of Toronto 
Library. 9”. pp. 172. 

IyreneaR (S.K.). Studies in Indian Rural Economics. P.S. King. 
84", pp. 195. 15s. 

JonEs (A. M.). The Rural Industries of England and Wales: a 
survey made on behalf of the Agricultural Economics Research 
Institute. Clarendon Press. 1927. 84”, pp. 123. 5s. 

Jones (H.). Modern Denmark ; its social, economic and agricultural 
life. P.S. King. 7}’, pp. 83. 2s. 6d. 

Kyicut (M. M.). Economic History of Europe to the end of the 
Middle Ages. Allen & Unwin. 83”, pp. 260. 12s. 

Leake (H. M.). Land Tenure and Agricultural Production in the 
Tropics. Cambridge: Heffer. 84", pp. 139. 7s. 6d. 

Lrvy (H.). Monopolies, Cartels and Trusts in British Industry. 
Macmillan. 8}", pp. 356. 14s. 

Lewis (E. I.) and Kina (G.). The Making of a Chemical: a guide 
to works practice. Benn. 84", pp. 288. 12s. 6d. 
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MacmiLuan (W. M.). The Cape Colour Question: an historical 
survey. Faber and Gwyer. 8”, pp. 302. 21s. 

Monp (A.). Industry and Politics. Macmillan. 84”, pp. 337. 
12s. 6d. 

Morison (S. E.). The Oxford History of the United States. 
Clarendon Press. 84’, 2 vols. 32s. 

Rrazanov (D.) (Kd.). Karl Marx: man, thinker, and revolu- 
tionist. Martin Lawrence. 84”, pp. 282. 6s. 

Rrazanov (D.). Karl Marx and Friedrich Engels. Martin Law- 
rence. 8”, pp. 224. 7s. 6d. 

Smuvons (A. J.). Holding Companies. Pitman. 8}", pp. 192. 
10s. 6d. 

Stamp (J. C.). On Stimulus in the Economic Life. (The Rede 
Lecture.) Cambridge University Press. 74”, pp. 63. 3s. 

STEPHENSON (J.). A Statistical Atlas of the World. Pitman. 
13”, pp. 137. 7s. 6d. 

StonEHAM, Ltp. A Classified Guide to Business and Commercial 
Books. 84”, pp. 56. Gratis. 

THakur (B. T.). Organisation of Indian Banking. Calcutta: 
Lal Chand & Sons. 8}", pp. 469. 21s. 

Topp (J. A.). The Cotton World. Pitman. 7”, pp. 236. 5s. 

Unwin (G.). Studies in Economic History. The collected papers 
of George Unwin; edited, with an introductory memoir, by R. H. 
Tawney. Macmillan. 84’, pp. Ixxiv + 489. 15s. 

VERNON (LorD). Coal and Industry: the way to peace. Benn. 
84”, pp. 40. 2s. 6d. 

WeBER (M.). General Economic History. Translated by Frank 
H. Knight. Allen & Unwin. 84", pp. 401. 12s. 

Wo rr (H. W.). Co-operation in India. (2nded.) W. Thacker & 
Co. 8%", pp. 298. 13s. 6d. 

Worswick (T.). The Economic Resources of the Empire. Pitman. 
7”, pp. 167. 5s. 


American. 

Berman (L. T.). Selected Articles on Old-Age Pensions. New 
York: H. W. Wilson Co. 73”, pp. Ixxii + 359. $2.40. 

CoPpELAND (M. T.). Problems in Marketing. (3rd revised edition.) 
Chicago & New York: A. W. Shaw Co. pp. 817. 

Hatt (L. W.). Banking Cycles. London: Milford. 9”, pp. 173. 

2s. 6d. 

JAMES (F. C.). Cyclical Fluctuations in the Shipping and Ship- 
building Industries. Philadelphia: Westbrook Publishing Co. 8}”’, 
pp. 91. 

KiipornE (R. D.). Principles of Money and Banking. Chicago & 
New York: A. W. Shaw Co. 8’, pp. 559. 

Lunpquist (G. A.) and Carver (T. N.). Principles of Rural 
Sociology. Boston: Ginn & Co. pp. 484. 12s. 6d. 


Miter (H. E.). Banking Theories in the United States before 
1860. Harvard. 8}’’, pp. 240. 11s. 6d. 
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Pollak Prize Essays. By R. W. Souter, F. L. Olmsted, C. F. 
Bickerdike, V. V. Novogilov. Newton, Mass.: Pollak Foundation. 
8}”, pp. 131. $1. 

SanpErson (D.). (Ed.). Farm Income and Farm Life: a 
symposium of the social and economic factors in rural progress. Pre- 
pared by a joint committee representing the American Country Life 
Association and American Farm Economic Association. Univ. of 
Chicago Press. 9”, pp. 324. 15s. 


French. 


Bousquet (G.-H.). La restauration monétaire et financiére de 
lAutriche. Riviere. 7}, pp. 158. 8 fr. 


CroricEaNu (G.). La dette publique de la Roumanie. Giard. 
9”, pp. 119. 16 fr. 


Drvista (F.). Economique Rationelle. Préface de M. C. Colson. 
Doin et Cie. 7’, pp. xxxii, 443. 30 fr. 

Fournier (H.). La réforme financiére et monétaire en Belgique. 
Giard. 93’, pp. 261. 25 fr. : ’ 

Mirzaxis (M.). Le relévement financier de la Hongrie et la Société 
des Nations. Les Presses Universitaires de France. 93”, pp. 418. 


TremHac (E.) L’ceuvre économique de Jean-Baptiste Say. 
Alcan. 9”, pp. 392. 35 fr. 


German. 


Birck (L. V.). ‘Technischer Fortschritt und Uberproduktion. 
Jena: Fischer. 94”, pp. 26. 1.10 m. 

Cotuiies (H. T.). Die Kapitalexpansion der Vereinigten Staaten 
in Latinamerika. Jena: Fischer. 94”, pp. 24. 

Cetm (G.). Volkswirtschaftliche Theorie der Staatsausgaben ; 
ein Beitrag zur Finanztheorie. Tiibingen: Mohr. 93”, pp. 83. 4.80 m. 

FUrstTENBERG (H.). Dreijahre Goldwahrung. Berlin: Springer. 
9’, pp. 73. 

Ha_«t (W.). Die Besteuerung des Tabaks in Deutschland. 
Hamburg: Brunnler. 84’, pp. 160. 


Heck (K.). Der Aufbau des britischen Reichs. Berlin: de 
Gruyer. 94”, pp. 152. 6m. 


Scuacut (H.). The Stabilisation of the Mark. London: Allen 
& Unwin. 83”, pp. 247. 8s. 6d. 


Scuuttze (E.). (Ed.). Ruhrbesetzung und Weltwirtschaft. Leip- 
zig: Gloeckner. 9}”, pp. 256. 14m. 


Susat (W.). Uber die Beziehungen zwischen Aussenhande! und 
Volkswohlstand. Kieler Vortrige, 22. Jena: Fischer. Pp. 24. 


Italian. 
Acrrso (G.). Studi riassuntivi di agricoltura antica. Rome. 
ARENA (C). Problemi Italiani del lavoro. Rome, Colombo. 
ARENA (C.). Italiani per il mondo. Milan. 
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CuEssaA (F.). La classificazione dei rischi e il rischio dell’ impresa. 
Rome: Tipografia Delle Terme. 74’, pp. 127. 

Horry (T. B.). La poverta ed i suoi circoli viziosi, con prefazione 
Graziani. Torino, Bocca. 

Lorta (A.). Ricordi di uno studente settuagenario. Bologna : 
Nicola Zanichelli. 74%”, pp. 99. 10 lire. 

Rica-SaLERNO (P.). I costi associati nell’ odierna organizzazione 
dell’ impresa. Palermo. 

RosseEtuti (N.). Mazzinie Bakounine. Torino, Bocca. 


PreTRI-TONELLI (A. DE). La Borsa. Seconda edizione. Milan: 
Hoepli. 8”, pp. 353. 18 lire. 


Dutch. 


VAN GENECHTEN (R.). De ontwikkeling der waardeleer sinds 1870. 
(The development of the theory of value after 1870.) Amsterdam : 
Uitgevers Maatschappij Elsevier. 


vAN Lier (H. J. D.) and Licurenaver (W. F.). Het vraagstuk 
der havenschappen. (The problem of incorporating docks under 
public law.) ’s-Gravenhage: Martinus Nijhoff. 


VAN DEN TEMPEL (J.). Macht en Economische wet; een onder- 
zoek naar de beteekenis van economische macht voor de inkomens- 
vorming, in het bijzonder ten aanzien van het arbeidsloon. (Power 
and Economic Law. An inquiry into the influence of economic power 
on income and especially on wages.) Haarlem: H. D. Tjeenk Willink 
& Zoon. 


vAN GELDEREN (J.). Voorlezingen over tropisch-koloniale staat- 
huishoudkunde. (Lectures on colonial political economy.) Haarlem : 
H. D. Tjeenk Willink. 1927. 

HorrseMa (Dr. C.). ’s Rijks munt 25 jaren in eigen beheer 1902- 
1927. (History of the State mint 1902-1927.) Utrecht : A. Oosthoek. 
1927. 

SrokHuyzEn (Dr. W. A. F.). Spoorwegpolitiek in Nederland. 
(Railway policy in the Netherlands.) Roermond: J. J. Romen and 
Zonen. 1927. : 

VissER (Dr. C.). Verkeersindustrieén te Rotterdam in de 2de 
helft der 18 de eeuw. (History of some important branches of 
industry in Rotterdam during the second half of the eighteenth 
century.) Rotterdam: Wed.S. Benedictus. 1927. 

VLEESCHHOUWER (J. E.). Actieve handelspolitiek, feiten en uit- 
komsten. (Active trade policy, facts and conclusions.) ’s-Graven- 
hage : Martinus Nijhoff. 1927. 

DE Waat (Dr. P. G. A.). Van Paciolo tot Stevin. (Development 
of book-keeping theories in the Netherlands during the sixteenth 
century.) Roermond: J.J. Romen and Zonen. 1927. 


vAN WinTER (Dr. P. J.). Het aandeel van den Amsterdamschen 
handel aan den opbouw van het Amerikaansche gemeenebest. (The 
share of the Amsterdam trade in the building up of the American 
Commonwealth.) ’s-Gravenhage: Martinus Nijhoff. 1927. 
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